“l/? 


INCOME DETERMINATION 
UNDER PRESENT UNCERTAINTIES 





P. F. Brundage 


IMPACT OF TIME AND STUDY METHODS 
ON PRICING AND UNIT COSTS 


D. H. Dalbeck 


THE CONTROLLERSHIP FUNCTION: 
A MODERN CONCEPT 


J. L. Peirce 





ontrollers 


21st Annual 
ational Meeting 90¢ | ivea AYear 


DETROIT 
OBER 5-8 
*4otH ‘itoqiy uuy 
499295 3SITq ULON STE 
SUTTJOLOTW AYTSIeATUH 
TaMog *q suesny *Ip 





AUN G 















can see how every Sensimatic feature contributes to 
the volume-handling velocity of these superb new account- 
ing tools. You can translate this into more efficient, more 
economical figure-fact production in your business. Next 
step is to learn how little your Sensimatic will cost. Why 
not take it . . . why not call your Burroughs man now? 
Burroughs Adding Machine Company, Detroit 32, Mich. 





A carriage that’s all automatic— 


Carriage opens, closes and ¢ 
forms are spaced by automatic 
Sensimatic control. All move- 
ments are motor-driven for 
smooth operation. Transpar- 
ent slip-proof form guides are 
easily moved, easily adapted... 
give all-operation visibility. 

















A keyboard that’s simple as ABC— 


All Sensimatic keyboards feature 
square keys with “Finger-tip Fit.” 
Key pressure is scientifically cor- 
rect for swift and simple operation. 
Keys and motor bar can be de- 
pressed simultaneously for extra 
speed. Automatic functions can also 
be controlled from the keyboard. 














it mechanism that thinks the job through— 


This “mechanical brain” sensing 
panel directs the Sensimatic through 
every figuring operation and car- 
riage movement . . . enables it to 
compute while in motion for greater 
speed. Any four jobs to a panel— 
any number of panels to a machine 
—means unlimited versatility. 














Now there are three! 


Sensimatic 300 with 11 totals 
Sensimatic 200 with 5 torals 
Sensimatic 100 with 2 totals = 
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IAS offers to qualified 
accountants a C, P. A. 
Coaching Course which 
has produced outstanding 
results. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, tne. 
A Correspondence School Since 1903 


© 209 WEST JACKSON BOULEVARD 
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CHICAGO 6, 


397 















BUSINESS 
FORECASTING 
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forecasting activities for better informed 
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technique of growing importance today 
Frank D. Newbury, Consulting Econ. 270 
pp., 24 illus., $4.75 


















THE RETAIL 
INVENTORY 
METHOD 
AND LIFO 


This book explains retail 
merchandise accessories from 
elementary retail eritemetic 
to Fifo and Lifo. Suppli« 
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SOME OBSERVATIONS ON THE MILLS PLAN 


Editors, THE CONTROLLER: 


1952 could be considered the first year 
that the impact of the Mills Plan has 
been felt by corporations. To refresh 
one’s memory, the Mills Plan provides a 
means of collecting Federal income 
taxes more quickly. Formerly, Federal 
income tax payments on profits of the 
preceding year were permitted to be 
paid in four equal payments in the fol- 
lowing year. Under the Mills Plan the 
following payment plan for the preced- 
ing year's income tax liability was pro- 
V ided : 


1951 1952 1953 1954 1955 
March 15 30 35 40 45 50 
June 15 30 35 40 45 50 
September 15 20 15 10 5 
December 15 20 15 10 5 


The underlying theory of the Mills 
Plan from a government bookkeeping 
standpoint scems to be, on the surface, 
to link tax receipts with appropriation 


MILLS BILL SUMMARY 


. Do you favor the Mills Bill? 


fiscal years. The attention paid by indus- 
try and other organizations at the time 
of voting on the Mills Bill seemed to be 
apathetic with no real publicity given to 
the possible effects resulting from the 
passage of this bill. Perhaps it is not too 
late to re-examine its possible effects 
and to initiate remedial action if pos- 
sible. 

The effect of the plan as experienced 
by businessmen this year probably was 
much more pronounced because of the 
fact that full excess profit taxes are be- 
ing paid. As may be noted from the ta- 
ble left, it would appear that “We 
ain't seen nothing yet,’ since, the shift- 
ing into expedited payments has been 
only partially accomplished. What, I 
wonder, would have happened if it were 
1954 rather than 1951 taxes that were 
paid? It would appear that now should 
be the proper time to re-evaluate the 
plan. 

Presented below is the result of a sur- 


TABLE | 


Not 
Yes No Voting 
60* 1225 16 


. Would your answer to Question 1. be 
the same if the Mills Bill was an alter- 
native to an increase in the federal in- 
come tax rate on corporations? 

. (a) if the Mills Bill is enacted, will you 
have to borrow additional funds 
to meet income tax obligations? 

(b) Would the accelerated tax pay- 
ments required by the Mills Bill 
cause actual hardship to your com- 


pany, 
costs? 


other than added 


interest 


. Will you be in a position to prepare 
tax returns and determine final liability 
within the time allowed in the Mills Bill? 


* How many would vote this way now ? 


THE CONTROLLER. 
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vey made by Controllers Institute before 
the bill was passed in 1950, and it would 
be very interesting to have another such 
survey made at this time requesting rec- 
ommendations from members of the In- 
stitute. It would also seem appropriate 
to have the Tax Committee of the In- 
stitute make a comprehensive summary 
of the possible full effects of the bill 
and, if possible, to assume leadership in 
calling attention to its full implications. 

By quiescent acceptance of this plan, 
whether industry realized it or not, a 
source of working capital was shut off to 
corporations. It is apparent from read- 
ing Table II (p. 402) that most corpora- 
tions, in effect, use money necessary for 
payment of taxes as a source of working 
capital. Or, to put it even more strictly, 
as a source of working cash. In this table 
corporations reported cash and govern- 
ment securities of $25 billion as against 
current liabilities of $35 billion. In 
other words, current liabilities exceeded 
cash or its equivalent on hand by over 
$9 billion. 

Thus the comment by one of the lead- 
ing banks in the country which urged 
the setting aside of tax accruals in cash, 
certificates of deposit or tax notes, ap- 
pears to be desirable but out of reach 
for many corporations. Some corpora- 
tions could do this, some do now, but it 
appears from the table, that this is a 
practical impossibility for many. To do 
so would be to cut working cash by 
fifty per cent. Perhaps what this bank 
had in mind was that more long-term 
borrowings would result in order to main- 
tain good cash positions at the bank. 

Entirely overlooked was the fact that 
such action might stifle growth and ex- 
pose even healthy corporations to dan- 
gerous possibilities during a period of 
recession. Our corporations have had a 
tremendous growth in the past 12 years 
due in most part to emergency condi- 
tions and can probably suffer the Mills 
Plan while business conditions remain 
generally profitable. However, as taxes 
take away more and more cash, the 
growth of companies will be slowed, es- 
pecially when payments of these taxes 
are accelerated. Borderline companies 
will find it very hard to grow, especially 
those companies which have used full 
borrowing capacity. Deprivation of six 
months’ use of cash under normal con- 
ditions might be the straw that breaks 
the camel’s back in many corporations. 

There are several interesting future 
developments which are going to result 
if the plan is not corrected. From a con- 
troller’s standpoint one of the most in- 
teresting will be the necessity for adapt- 
ing new fiscal years for corporations 
with seasonal sales. Corporation execu- 
tives, bankers and public accountants 
(who will find their work more evenly 
prorated over the year) should pay and, 
In some cases, are paying the greatest 





fully 
automatic 


Today's complex business processes 
require the utmost aid which technologi- 
cal advances can render: The Olivetti 
Printing Calculator is atrue contemporary 
of modern business. It provides fully auto- 
matic multiplication, division, addition 
and subtraction, and a permanent tape 
record of all calculations and results, 
including credit balance. Its simplified 
operation requires no special training. 





olivetti 


Your business will benefit through 
Olivetti efficiency. A demonstration 
under your own conditions can be 
arranged with your nearest Olivetti 
representative —there are sales 
and service offices in over 300 
cities throughout the United States. 
Olivetti Corporation of America, 
580 Fifth Avenue, New York 36. 


Visi 7 ; 
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deal of attention when planning cash 
requirements for the next three years. 

Perhaps the greatest beneficiary of the 
Mills Plan will be the banking system. 
Corporations are going to have to bor- 
row short-term money more frequently 
than they have in the past. However, as 
is so often true, every good thing has 
its bad side and for the bankers it may 
be that some banks will not have suff- 
cient capitalization for the additional 
borrowing which it is anticipated will 
result. We can, undoubtedly, look for- 
ward to more bank mergers which in 
turn will be scrutinized and possibly be 
investigated by government agencies. 
Loan officers will need re-orientation in 
cash projections submitted by clients. 

The above are only some of the ob- 
servations made on the present Mills 
Plan, and it is very difficult to see what 
objective is being accomplished that is 
worth while. 

From a government standpoint its 
cash receipts are going to follow a new 
trend and will require further analysis 
by Treasury experts in planning Treas- 
ury borrowings. Since the bulk of the 
receipts will come in the first six months 
of the year, Treasury financing will have 
to be done in the last half of the year. 


GROWING PROPORTION OF 








Pernaps the Mills Plan is the first step 
toward getting corporations to pay in- 
come taxes on a pay-as-you-go basis 
much as we individuals suffer. Certainly 
the shortening up of the tax payments 
for corporations is not all that it appears 
to be. 

A suggestion would be to revert to 
the old method of quarterly payments in 
recognition of the splendid service ren- 
dered the government by corporations 
in accounting, collecting, and remitting 
promptly Income and Social Security 
Taxes from employes on the Govern- 
ment’s behalf. 

EDWARD J. GESICK 

Treasurer 

Mills Industries, Incorporated 
Chicago, III. 


MASTER'S THESIS 


Editors, THE CONTROLLER: 

In the April and May issues of THI 
CONTROLLER there were two articles on 
“Penny Elimination’ written by Robert 
H. Birkhold and E. C. Jordan. At the pres- 
ent time I am writing my thesis for my 
Master's Degree on the subject of penny 
elimination from the accounting records. 


TABLE Il 
CORPORATE TAX LIABILITY 


The figures below, composite totals of more than 6,000 manufacturing 


corporations, show the relationship 


other balance sheet items 


between uncollected taxes and the 


(Source: Quarterly Industrial Financial Report Series) 


ASSETS (in Billions) 
Cash 
Government Securities 
Receivables 
Inventory 
Other Current Assets 


Total Current Assets 
Fixed Assets (net) 
Other Assets 

Total Assets 


LIABILITIES 
Short-Term Bank Debt 


Accounts and Notes Payable 
Miscellaneous Accruals and Other 
Federal Taxes (Due and Accrued) 


Total Current Liabilities 


Long-Term Bank Debt 

Long-Term—Other 
Total Debt 

Reserves, General 


Capital Stock & Cap. Surp. 
Earned Surp. and Surp. Res. _ 


Total Equity Funds 


Total Debt and Equity Funds 


* 9 months 


THE CONTROLLER. 


12-31-47 9-30-51* 
$11,179 $ 13,031 
6,840 12,438 
12,110 18,922 
26,473 37,333 
1,407 1,851 
$58,009 $ 83,575 
$32,321 $ 47,532 
7,234 9,116 
$97,564 $140,223 
12-31-47 9-30-51* 
$ 2,786 $ 4,717 
7,716 10,369 
4,108 5,746 
7,101 14,360 
$21,711 $ 35,192 
$ 8,751 $ 2,360 
~ 10,668 
$30,462 $ 48,220 
~ 2,563 

- 38,741 
50,699 

67,103 92,003 
97,565 140,223 
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Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer’s signature and ad- 
dress (which will be withheld if so 


requested). The Editors 





If it is at all possible I would like the 
addresses of the above mentioned gentle- 
men, so that I can obtain further informa- 
tion on the subject matter. Thank you. 


Dario J. SIMONETTI 
115 Amazon Avenue 
San Francisco 


O.K. OR K.O.? 


Editors, THE CONTROLLER: 

For several years now I have heard a 
certain amount of ‘kidding’ about ac- 
countants and controllers not living long. 

After reading the obituary column in 
THE CONTROLLER and also National Cost 
Accountants monthly bulletin, I am really 
alarmed—especially as I near the fifty 
mark myself. 

I feel that it is high time that we exam- 
ine ourselves and our work and let's find 
out what it is that is knocking our fellow 
accountants and controllers out. There 
must be something radically wrong with 
our profession, our bosses, our social 
drinking, daily aggravations or what have 
you. 

A questionnaire sent to all controllers 
should bring in some causes of our troub- 
les and possibly we could do something 
about it to stop killing off these young 
men whose experience and ability should 
serve industry for another twenty years. 


S. W. Torey 
Central Market, Inc. 
Schenectady, New York 


“OF VALUE TO OUR STAFF” 


Editors, THE CONTROLLER: 

This will confirm our telephone conver- 
sation wherein you granted us permission 
to reproduce the article, ““Renegotiations, 
Termination Pointers Outlined for Con- 
troller’s Guidance,” published in the June 
1952 issue of THE CONTROLLER. 

It is our aap to distribute the repro- 
duction to staff members of this company 
and due credit will be given to THE Con- 
TROLLER. 

We thank you for this privilege since 
we feel that the article contains informa- 
tion of value to our staff. 


J. CLIFFORD JOHNSON 
Information Supervisor 
Western Electric Company 
New York, N. Y. 









— How lo protect yourself 
from Inventory Losses 


IBM STRAIGHT-LINE MACHINE PROCEDURES 
BRING CONTINUOUS ACCURACY... CONSTANT CONTROL 


The businessmen who use IBM machines for inventory accounting are the ones best 
able to maintain an efficient balance between supply and demand. 


They know that IBM Accounting protects them from tying up capital in 


because of inad- 


for obsolete stock. OT 
ass \\ 
. . . \ \\ \\ 
ing gives them an almost unending flow \' 


J And with IBM Electronic Machines, they do their pricing and extending 
automatically. They even put high-speed electronics to work in taking 


physical inventory. 


industry gains from IBM Inventory Accounting 
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INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N.Y. z 
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WE ACT AS TRUSTEE UNDER 
PENSION AND PROFIT-SHAR- 
ING PLANS AND AS AGENT 


FOR INDIVIDUAL 


CITY BANK FARMERS TRUST 


TIVE PENSIONS 


10) Both 


MANAGEMENT and LABOR 


B™ MANAGEMENT AND LABOR are seeking the best 
method of solving the retirement problem. A real 
measure of financial security is the goal, but there is 
no standard method for achieving this goal. The great 
variation in earnings and working conditions in 
companies and trades create the need for different 
approaches to the common problem. 

Our Pension Trust Division has acquired a unique 
experience in developing all types of pension systems 
for a great number of trades and businesses. This ex- 
perience can be invaluable in working out a pension 
plan to fit the income and employee benefit require- 
ments of your company. We shall be glad to discuss 
with you any pension problem you may have, including 


pension costs. No obligation whatever. 


Write or call the 
PENSION TRUST DIVISION, 
The National City Bank of New York 
and 
City Bank Farmers Trust Company. 
Ask for our Pension Booklet C4. 


TRUSTEES, 


COMPANY 


Chartered 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
Affiliate of 


THE NATIONAL CITY 


BANK OF NEW YORK 


Established 1812 
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Your Interest in the High School PTA 

For any controller who has a child in high school in his 
community, there would seem to be a double reason for ac- 
tive interest in the local Parent-Teachers Association. Not 
only does he as a father want to know how his child is doing, 
but there is an opportunity for him to keep in touch with the 
attitudes of local educators toward the figure function of 
business. All too few commercial courses give any adequate 
idea of management problems—which are essentially the 
same in large and small business; and of the figure work 
which in some form and degree of complexity must back up 
all management decisions. 

As a public service, any controller or Control of Control- 
lers Institute may find it worth while to investigate and learn 
how the figure function is faring in the school’s effort to tell 
students about business life. Along with the glamorizing of 
advertising, selling, engineering and production, how is fi- 
nance and accounting brought home to the students? 


Have You Looked Yourself Up in the Dictionary? 
Did you ever look up in the dictionary the definition of 
some of the products made by your company—or the services 
you render? You've been developing the product and serv- 
ice, but has the dictionary been developing the definition? 

Things tend to “‘stay put’’ unless somebody suggests a 
change. Years ago, when I first went to work with Dun & 
Bradstreet, I found the industrial classification in the front 
of the Reference Book contained listings for blacksmiths, 
potato chip manufacturers and aerated water, but no pro- 
vision for tires, radios, soft drinks or airplanes. The Dun 
& Bradstreet organization knew that those lines of business 
existed—in fact wrote able credit reports about many con- 
cerns in these new fields—but nobody had gotten around to 
changing the definitions. 

Since our principal interest in Controllers Institute is con- 
trollers—even though we don’t manufacture them—we re- 
cently looked up the definition and found in Webster's Col- 
legiate Dictionary, the following: 

controller (kon-trdl’er), 7. One. An officer appointed to check 

expenditures. Two. A governor, director, or the like. Three. 

A mechanical or electrical device for controlling power, speed, 

pressure, etc.— controllership, 7. 

Choice $3, intended to describe various mechanical con- 
trolling devices, comes closer than either of the others to 
describing the function of the controller as the navigating 
officer in modern corporate management. Conversely, choice 
¢1 describes the functions of a comptroller if the word is in- 


terpreted strictly in accord with its derivation from the 
French—com ptroller, (verb) or comptoir, (noun). 

These modern lexicographers have not progressed very 
far from the famous Dr. Samuel Johnson, the eighth edi- 
tion of whose dictionary, published in London in 1799, 
gives the following: 

comptroller: Director, supervisor; superior ; intendant ; gov- 

ernor. 

controller: One who has the power of governing or restrain- 


ing; a superintendent. 


From our experience with editors and scholars, this defi- 
nition is out of date not because of intent or reluctance to 
revise it; but because no one has called the matter to atten- 
tion. As you surmised we are offering help to the lexicog- 
raphers—reading J. L. Peirve's article on page 419 might help. 


Your Part in Getting Out the Vote 

This is our country. We, the citizens of the United States 
own it. We can run it if we take the trouble. Every owner of 
a home or an automobile, a radio or a refrigerator has a direct 
interest in a well-run country. Even those citizens who own 
no more than the clothes they stand up in will be better off in 
a country where integrity, thrift and industry make a man 
better off than the lack of those qualities. 

Some of us have been misled by glowing fictions—fictions 
about the right of every veteran, farmer, union member, 
elderly persons, or other privileged group, to draw subsidies 
from the Government. Most of us are capable of realizing 
that as a nation we will only be able to use what we produce. 
That is the real measure, not the subsidies drawn in terms of 
a depreciating dollar. 

If you agree with these arguments, then every vote counts. 
“But,” you may say, “controllers are outnumbered.’ Control- 
lers, plus all the employes in the management accounting and 
related activities of every enterprise in the country, are out- 
numbered by various other groups of voters. 

To that we must agree. However, if all the ‘butters’ — 
those who would vote bf are ‘outnumbered anyway’’; those 
who would vote but “the unorganized can't outvote the or- 
ganized’’; those who would vote bat “my vote won't win the 
election” —would really this year ignore all the “buts” and 
get out and vote, urging the voters of their families to do 
likewise, it may well remove all the “butters” for good. It 
could also bring about an election which will prove the 
strength of the majority of Americans, rather than the 
strength of the organized pressure groups. 

Remember, too, that someone else is responsible for get- 
ting out the votes among other groups of voters. Controllers 
have a responsibility for getting out the vote among their 
own employes—for seeing to it that time is allowed to regis- 
ter in those states where advance registration is necessary, 
and time to go to the polls on Election Day. Yet, as good con- 
trollers, we need to see that the alowance of time on Election 
Day is safeguarded where possible to prevent it from becom- 
ing one more holiday in which the employe does not bother 
to go and cast his vote. 

We own this country; we are Americans. Here is our duty 
WALTER MITCHELL, JR. 
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‘Svalionals save us their cost every 9 months!” 


— THE RYAN AERONAUTICAL CO.,SAN DIEGO, CALIFORNIA 


‘The flow of our vital precision units 
for aeronautical needs is the result of 
the most modern precision tools. Like- 
wise, the flow of our vital accounting 
production is uniform, swift, and eco- 
nomical, thanks to our Class 31 
National Accounting Machines. 
“These remarkable machines cost 
$18,000 and saved $24,000 the first 
year. This saving pays for the ma- 
chines every 9 months, which will 
give us about 133% annual return on 
our investment. They handle our 


accounts receivable, accounts payable, 
check writing, and cost applications. 

“We are most enthusiastic about 
National's solution to our accounting 
problems. From the engineering stand- 
point, too, these machines are marvels 
of precision performance.” 


KZA Gee 
President 
The Ryan Aeronautical Co. 


In industries and businesses of all sizes and 
types, Nationals soon pay for themselves 
out of ‘what they save, then go on year 
after year returning a handsome profit. 
Nationals have an exclusive combination of 
time-and-money-saving features. On some 
jobs, 2/3 of the accounting work is done 
automatically. 

Phone the nearest National office today. A 
trained systems analyst will show what 
YOU can save with Nationals adapted to 
your needs. 


| 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 


Visit our booth at the Business Show at the 21st Annual Meeting of Controllers Institute. Sheraton-Cadillac Hotel, Detroit, October 5-8. 





Income Determination 


Under Present Uncertainties 


DP. 9. Brundage 


HE PROBLEM of a fair presentation of 

the income statement and the balance 
sheet has been giving increasing concern 
since the end of World War II. The Amer- 
ican Institute of Accountants and other 
national organizations, like Controllers In- 
stitute and the American Accounting As- 
sociation, have been for years attempting 
to narrow the areas of difference between 
optional treatments under sound account- 
ing practice. Since the war, however, gen- 
eral conditions have resulted in quite the 
opposite tendency. I refer particularly to 
four interrelated developments that have 
affected our whole business life and have 
had a heavy impact on accounting: 


1. Decline in the value of the dollar 
2. Defense planning and_ psychology 
3. High taxation 

4. Laboristic economy 


DEPRECIATION OF THE DOLLAR 

Fluctuations in the value of the mone- 
tary unit are not new but something new 
has been added in recent years. The indi- 
cations are that the rapid decline in the 
value of the dollar will not be balanced by 
offsetting gains. Although we will con- 
tinue to have ups and downs, the long- 
term trend still seems downward. 

This question is discussed at some 
length in the report of a Study Group on 
Business Income which was published by 
Macmillans a couple of months ago. That 
report was the result of studies financed by 
the American Institute of Accountants and 
the Rockefeller Foundation extending over 
a period of four years. It was approved 
for publication by 36 members of the 
group consisting of six practicing certified 
public accountants (including four ex- 
presidents of the American Institute), five 
professors of accounting, four business ac- 
countants, three lawyers, six professional 
economists and five business economists, 
three business executives, three representa- 
tives of stock exchanges and one repre- 
sentative of a government agency. There 
were eight dissents to the report or parts 
of it. The names of the members of the 
Study Group, those approving and those 
dissenting, are given in the report and also 
in a summary I prepared for the February 
1952 issue of the Journal of Accountancy. 
The discussions within the group were 


lively and stimulating. They indicated the 
value of an exchange of ideas about our 
current accounting problems among rep- 
resentatives of various skills and interests. 

The Study Group gave special attention 
to the inflation of prices in this country 
and throughout the world during the post- 

war period because of its significant effect 
on the determination of business income 
Dealing primarily with the income state- 
ment, which is recognized as the most im- 
portant of the financial statements, the 
Study Group report stated that “the ideal 
concept of business income for a year 
would be (a) useful for the major pur- 
poses for which income determinations are 
employed; (b) readily capable of being 
implemented, and (c) in reasonable con- 
formity with concepts of other types of 
income. 

The report 
length the historical development of ac- 
counting as related to income determina- 
tion and its dependence on the assumption 
that fluctuations in the value of the mone- 
tary unit tend to correct themselves over a 
period of years and may properly be ig- 
nored. 

The majority of the group decided that 
the assumption of reasonable stability in 
the monetary unit could no longer be ac- 
cepted as valid. The report states ‘It would 
seem that in the longer view methods 
could, and should, be developed whereby 
the framework of accounting would be 
expanded so that the results of activities, 
measured in units of equal purchasing 


discusses at considerable 


power, and the effects of changes in value 
of the monetary unit would be reflected 
separately im an inte grated presentation 
which would also produce statements of 
financial position more broadly meaning- 
ful than the orthodox balance sheet of to- 
day. It is believed that statements of busi- 
ness income, in which revenues and 
charges are stated in units of substantially 
the same purchasing power, would be sig- 
nificant and useful for many of the pur- 
poses for which income determinations are 
commonly used, if not also in reports upon 
stewards hip 

The rep oa then goes on to say “For the 
present, it may well be that the primary 
statements of income should continue to 
be made on bases now commonly accepted. 
But corporations whose ownership is 
widely distributed should be encouraged to 
furnish information that will facilitate the 
determination of income measured in units 
of approximately equal purchasing power, 
and to provide such information wherever 
it is practicable to do so as part of the ma- 
terial upon which the independent account- 
ant expresses his opinion.” 

The eight dissents seem to be addressed 
more to the discussions that took place 
within the group than to the recommenda- 
tions of the report which was in the nature 
of a compromise. They advocated the con- 
tinuation of presently accepted practice in- 
dicating that the decline in the purchasing 
power of the dollar called for comment 
but not for adjustment in the primary ac- 
counting statements 


PERCIVAL FLACK BRUNDAGE, nationally known in the 
field of accounting, has been a partner of Price, Water- 
house & Co., New York, since 1930 and senior partner since 
1944. He is a C.P.A. in New York and other states; past 
president of the American Institute of Accountants, 1948- 
1949; and is currently vice president and director of the Na- 
tional Bureau of Economic Research. Many of his articles 
have appeared in the Journal of Accountancy, the Har- 
vard Business Review and others. This paper was presented 
at the Pacific Coast Conference of Controllers Institute. 
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Much of the discussion of the group 
centered around the subject of LIFO which, 
of course, can be one of the biggest factors 
in rendering financial statements between 
companies in the same industry no longer 
comparable. I am convinced of the desira- 
bility of the use of LIFO wherever appli- 
cable for the reason that its main pur- 
pose is “to absorb against the current sales 
dollar the current cost dollar.”’ 

As controllers of industry you are, of 
course, familiar with the effects of LIFO on 
your own companic x Some of you may not 
be equally familiar with the effects on 
business as a whole which are summarized 
by the Department of Commerce in its 
statistics of national income. Corporate 
profits as a whole and the amount included 
therein as the result of increases in in- 
ventory valuations, without corresponding 
increases in quantities, are reported for 
recent years as follows: 
























The Department of Commerce in its 
Supplement to the Survey of Current Busi- 
fs ness entitled ‘National Income—1951 
t Edition” states that original cost instead of 
current replacement cost is used in the 
majority of instances to value inventories 
consumed in the process of production. 
















} This report explains why the book figures 
i would distort national income and how the 
if inventory valuation adjustment” is ar- 
ii rived at: 

i “Business profits as initially calculated 





on the basis of business accounting meth- 
ods of inventory valuation are, for pur- 
pose of inclusion in national income, 
adjusted to exclude inventory gain or 
loss. This is done in Table II by adding 
the ‘inventory valuation adjustment’ to 
corporate and noncorporate business 
profits as estimated from ‘book’ data re- 
ported by business. When negative, the 
inventory valuation adjustment meas- 
ures the inventory gain, and when posi- 
tive, the inventory loss, which arises 
from the fact that inventories used up 
in production are not valued at current 
replacement costs.’ 


















Adjustments of inventories to eliminate 
price fluctuations have been made in na- 
tional income statistics for a great Many 








years extending back before the 1933 de- 
pression. I think that this treatment and the 
theories in back of it should have con- 
siderable influence on the reporting of 
corporate profits to shareholders and in 










THE COMTROUER |... occ cies 





the preparation of internal reports to man- 
agement. 

In addition to inventories a second ele- 
ment used in the computation of profits 
that relates to dollars of a prior year is 
the depreciation provision. The cost of 
the plant units on which the depreciation 
charge is computed, is likely to be much 
farther removed from the price level of 
the current year than the inventory items. 
It might therefore be argued that adjust- 
ment of the depreciation provision in 
terms of the current dollar would be more 
important to make than LiIFo for inven- 
tories. Two obstacles have stood in the 
way of its earlier recognition and adop- 
tion—first the difficulty of its computa- 
tion, and secondly, the fact that it is not 
as yet accepted for tax purposes.* The re- 
placement cost of the inventory units is in 
most cases readily available while that of 
plant units is a matter of conjecture. How- 


In billions 1947 1948 1949 1950 1951 Prov. 
Corp. Profits after tax 18.5 20.7 17.3 227 22.7 
Invy. valuation adj. —5.7 —2.0 +2.1 —5.1 —1.5 
% of profits 31% 10% 12% 22% 8% 


ever, with the use of index numbers ac- 
cepted for department store inventories, 
their adoption for plant units seems even 
more logical and natural. 

There is an interesting discussion of the 
problem of estimating capital consumption 
in relation to capital formation in the last 
edition of National Income: 

“The problem of what is meant by ‘keep- 

ing capital intact’ is a most controver- 

sial one in economic theory, basically 
because in a dynamic economy the na- 
ture of capital equipment changes and 
the notion of replacing worn out capital 
consequently loses its simplicity. But 
even apart from theoretical difficulties, 
the statistical problem of estimating 
capital consumption in a manner con- 
sistent with gross capital formation is 
quite formidable. The bulk of the capi- 
tal consumption allowances recorded 
in Table II is derived from financial ac- 
counting records and is on an original 
cost basis. While from the standpoint 
of accounting consistency these allow- 
ances are appropriate for inclusion on 
the debit side of the business account 

business profits are calculated as a resid- 
ual consistent with them—they do not 
measure capital consumption on the 
same price basis which underlies the 


* See H. T. McAnly, ‘The Need for Agree- 
ment on a Uniform Basis of Inventory Valua- 
tion,’ THE CONTROLLER, August 1951, p. 347, 
and Henry Keyserling, “Liro as an Operating 
Tool,” THE CONTROLLER, February 1952, p. 59 
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values shown for fixed capital forma- 
tion on the credit side, and hence can- 
not be used to obtain a meaningful meas- 
ure of net capital formation. 

“It will be noted that business profits, 
income originating in business, and na- 
tional income all incorporate the same 
depreciation charges which are consid- 
ered inadequate as measures of capital 
consumption for the purpose of arriv- 
ing at fixed net capital formation, busi- 
ness net product, and net national prod- 
uct. Net measures of income had long 
been established before the problem 
of valuing depreciation charges was met 
in particularly acute form in connec- 
tion with fixed capital formation, and 
their continued use reflects in part the 
accident of this historical sequence.” 


Leading economists have stressed both 
the inadequacy of past inventory costs in 
measuring the real value of the material 
element included in the cost of sales, and 
the inadequacy of provisions for deprecia- 
tion based on historical cost to provide a 
fair charge for consumption of plant in 
use at its present value. Professor Sumner 
H. Slichter of Harvard, in a recent letter 
to the New York Times, referred to what 
he calls the ‘unsatisfactory methods of ac- 
counting used by most corporations.” 

These methods, he says, “cause profits 
to be overstated in periods of rising prices 
because they count a rise in the cost of re- 
placing inventories as a profit and because 
they base depreciation charges upon the 
original cost of plant and equipment rather 
than upon the replacement cost. In times 
of falling prices the same methods under- 
state profits. 

“A substantial minority of corporations 
have already abandoned the misleading 
practice of counting a rise in the cost of 
replacing inventories as a profit. But a 
majority still use it, and the practice of 
basing depreciation charges upon original 
cost rather than replacement cost is virtu- 
ally universal. 

“Corporations which count a rise in the 
cost of replacing inventories as a profit and 
which base depreciation charges upon orig- 
inal cost rather than replacement cost owe 
it to their stockholders and to the general 
public to supplement their published in- 
come statements with information show- 
ing (1) the extent to which profits merely 
represent a rise in the cost of replacing in- 
ventories and (2) the extent to which 
depreciation actually charged is below the 
amount that would have been charged had 
depreciation been based upon replacement 
cost rather than original cost.”’ 

A substantial number of the members of 
the Business Income Study group shared 
the view that both the inventories and 
provision for exhaustion should be ex- 
pressed in terms of current dollars within 
the framework of income determination. 
Inventories would be carried on a LIFO 
basis, although I for one would like to 
see LIFO or market, whichever lower, 
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adopted both for accounting and tax pur- 
poses. 

Exhaustion of plant would be shown ip 
two amounts—first an amount computed 
as in the past on historical cost, and sec- 
ond, “a separate percentage adjustment 
based on the relation between the current 
price level and the average price level on 
which the initial charge is computed” 
(page 52). 

The report goes on to suggest that for 
the sake of convenience all property ac- 
quired prior to a basic date, such as Janu- 
ary 1, 1940, could be treated as having been 
acquired at the average price level of the 
period just preceding that date. As a mat- 
ter of fact the statistical indexes for the 
four-year period 1936 to 1939 are at about 
the same level as the average for the ten- 
year period ending in 1939. 

A couple of months ago I testified be- 
fore the Steel Panel of the Wage Stabiliza- 
tion Board and submitted a computation 
showing the additional depreciation that 
would be required for one large company, 
The Youngstown Sheet & Tube Co., if ex- 
pressed in 1951 dollars. This I introduced 
with the following statement: 


"The longer the period between the in- 
curring of an expense and its absor p- 
tion in the income statement the greater 
the difference may be between the values 
of the income dollar and the related ex- 
pe nse dollar. The proportion of the cost 
of a machine acquired in 1941 u hich is 
absorbed in operations through depre- 


ciation in 1951 may be only half as 
much in amount as that of a similar ma- 
chine purchased in 1950. This 1s because 
it was bought with different size dollars. 
In order to fairly reflect the results of 
operations today I believe that both the 
income dollars and the expense dollars 
should be of the same size.” 


The actual computation was then presented 
converting the cost of all the plant units 
from original cost into current dollars by 
the use of the construction cost index of 
the Engineering News Record. This 
showed that the book value of the actual 
units on hand at November 30, 1951 at 
original cost would have to be multiplied 
by 234% in order to adjust to current day 
prices. Applying this figure to the deprecia- 
tion provision would mean that this com- 
pany’s profits reported for the year 1951 
would be reduced by almost 50%. This is 
an extreme case but I would expect the 
average depreciation provisions to be in- 
creased at least 50%. 

There are several series of index num- 
bers that can appropriately be used to con- 
vert the cost of fixed assets in the year of 
acquisition into current dollars. 

Wesley C. Mitchell, a great authority on 
the subject, tells us that the use of index 
numbers began in Italy about 1785. The 
need for a ‘‘standard of value’ as distin- 
guished from a “unit of exchange’ was 
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given much consideration by eminent econ- 
omists in the last century. 

There are two main types of index, a 
general price index and a specific index 
relating to the type of property disposed 
of or consumed. A general index like the 
“cost of living’ index would measure 
more accurately the fluctuations in the 
general purchasing power of the dollar. 
Several members of the Study Group and 
a Committee of the American Accounting 
Association have expressed a preference 
for that index 

Others including the National Income 
Division, Department of Commerce, pre 
fer a more specific index such as the con- 
struction cost index of which there are sev- 
eral. In discussions with representatives of 
the Bureau of Internal Revenue, however, 
it developed that a construction index by 
classes of property would be even better 
and I have asked Mr. George Jasgi, head 
of the National Income Division, to try 
and work out such an index for presenta- 
tation to Congress. 

The differences between the general in- 
dex and the construction cost indexes are 
substantial in certain years but they are not 
too material in relation to the totals before 
adjustment. 

The accounting profession is naturally 
conservative in adopting new practices but 
I feel that we have been altogether too 
backward in adjusting our concepts to 
meet the changing conditions of the pres- 
ent time. A number of those objecting to 
the proposal to adjust depreciation by in 
dex numbers have expressed the conviction 
that prices that have gone up will sooner 
or later come down, as history seems to 
have demonstrated on many occasions. 

A study of the price of gold over the 
past six centuries (see chart), however, 
indicates a sharp upward trend on a loga- 
rithmic scale. There have, of course, been 
periods extending over many years where 
prices were relatively stable or fluctuations 
upwards and downwards cancelled out but 
the price today is directly on the upward 
line started four and five centuries ago. 

Many economists feel that, unless we 
have all-out war with Russia, the business 
impact of the termination or easing off of 
the defense requirements will cause some 
recession within the next couple of years 
The best opinion that I can find, however, 
does not forecast that any recession would 
carry prices below the pre-Korean 1950 
level which is still 100% above the prewar 
level and 200% above the level at the turn 
of the century 

Many of you have doubtless seen the 
report of the Business Income Study group 
so I don’t need to cover all of the argu- 
ments discussed therein. Before leaving 
this point, however, it might be interesting 
to read a few of the recent comments in 
annual reports of corporations. 
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In the 1951 report of American Brake Shoe Company the 
president's report contains the following statement and table: 

‘Much has been written in the past few years on the subject 
of inflation. We have an extreme degree with us today. The 
danger of a national catastrophe caused by further inflation is so 
real and so imminent that it must be mentioned here, not only in 
an editorial way, but graphically, to show the impact on Brake 
Shoe and on stockholders of the diminished value of the dollar 
to date 

‘Statements of earnings and financial position do not reflect 
what has happened to the value—the buying power—of our dol- 
lar. It seems important to us that stockholders should have availa- 
ble to them, at least in summary form, statements that present the 
effects of the changes in the value of the dollar upon net carnings 
and financial position. 

‘There follows a comparison of selected items from our State- 
ment of Earnings for the year 1937, our best prewar year, and 
1951, both as reported to stockholders. In another column, the 
figures for the year 1951 have been adjusted in so far as possible 
to eliminate from them changes in the general price level since 
1937. The adjusted figures for 1951 are stated in terms of pur- 
chasing power equivalent to that of the 1937 dollar as measured 
by the Index of Wholesale Prices prepared by the U.S. Bureau 
of Labor Statistics. The table also shows dramatically the impact 
on net earnings of taxes on income. 

In Thousands of Dolla 
Except Per Common Share 
Figures 

1951 
in terms of 
1937 Dollar 

$70,607 $28,346 

8,621 3,982 

5,526 571 

3,095 3,411 

2,054 2,856 


1951 1937 


as 
Reported 


a 
Reported 


$147,570 
18,019 
11,550 
6,469 
4,292 


Net sales 

Earnings before taxes on income 

U.S. and Canadian toxes on income 

Net earnings 

Cash dividends paid 

Per common shore:* 
Earnings before taxes 
U.S. and Canadian taxes on income 
Net earnings 


$ 7.52 $ 4.75 
5.04 74 
2.48 4.01 

Dividends 3.20 1.53 3.40 

Year-end market value 40.75 19.50 42.50 


not adjusted to veflect 10% stock dividend paid on Janu- 


$ 15.73 
10.54 
5.19 


7 f 


* 1937 figures 
ary 10, 1951.” 

References to the fact that depreciation is computed on 
original cost which is substantially less than current replace- 
ment cost appear in an increasing number of annual reports. 
In the 1951 report of Union Oil Company of California, for 
example, appears this paragraph: 


“Asa result of the inflation induced by unbridled Government 
spending, we can no longer regard profit as simply the dif- 
ference between sales revenues and recorded costs. The rea- 
son is that only a portion of recorded costs are expressed in 
today’s dollars. Depletion and depreciation costs which pro- 
vide for the recovery of capital invested in properties and fa- 
cilities are limited to the number of dollars initially invested. 
Because of the decline in the purchasing power of today’s 
dollar, the amounts set aside for depletion and depreciation 
are simply not enough to meet replacement costs. 

Therefore, it is a literal fact that a substantial portion of 
the amount reported as profits is actually not profit, but should 
be recorded as a return of capital needed to keep the company 
a going concern. It is not too much to say that this portion 
of apparent profits on which your company is taxed represents 
an involuntary liquidation of capital assets. There is a serious 
doubt whether your company’s reported profit figures, in com- 
mon with most of the industry, have any real meaning.” 


In the report of Wyandotte Worsted Company for the fiscal 

year ended November 30, 1951 there is a note to the financial 
statements which reads as follows :— 
“Note 4—In accordance with generally accepted accounting 
procedures, the company has included provision for deprecia- 
tion in its profit and loss statement calculated on the original 
cost of the assets depreciated. The amount of such deprecia- 
tion during 1951 was $217,857. Because of advantageous pur- 
chases of properties in prior years and because of the changes 
in price levels, the provision for depreciation would have been 
substantially greater had such provision been calculated on the 
basis of replacement costs. The amount by which depreciation 
on replacement costs would have exceeded the provision in- 
cluded in the profit and loss statement cannot be readily de- 
termined. This condition, however, should be taken into con- 
sideration in relation to the significance of net income on the 
accompanying profit and loss statement.” 


A somewhat similar note appears in the 1951 report of The 
Youngstown Sheet and Tube Company:— 
(4) Following traditional accounting principles, provision 
for depletion, depreciation and amortization has been com- 
puted on original cost which is expressed in the dollars of the 
years of acquisition of the fixed assets; this is the basis allowed 
for Federal Income Tax purposes. If the computation were 
made in terms of present high price levels for fixed assets, and 
thus expressed in current dollars, there would be a very sub- 
stantial increase in the provision and a corresponding reduc- 
tion in net income. 


DEFENSE ECONOMY 


Our defense requirements and a de- 
fense psychology permeate our whole 
economy at the present time. They are 
responsible for some of the inadequacies 
of financial statements today although 
the direct effect on accounting is largely 
limited to an expansion of our work in 
connection with controls and price ceil- 
ings and in a revival of renegotiation 
work. To my mind, renegotiation has no 
place whatsoever in peace time. When a 
contract is negotiated it should be final 
and not subject to repricing or renegoti- 
ation. Under present conditions, there 
is no finality in any statement and ev ery 
accountant’s opinion should be ‘subject 
to acts of God and ¢ ongress. ; 
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Our defense needs, of course, have 
also been the cause of much of the price 
rise since the war and of high taxation to 
which I shall refer next. Government 
has urged a large part of the post-war 
expansion of manufacturing plants and 
the strategic dispersal of much of the new 
construction, 


HIGH TAXATION 

I have just been reading a series of 
papers on taxation by leading account- 
ants of seven different countries and it is 
interesting to find how universal is the 
complaint that excessively high taxation 
is stifling business growth, deadening 
incentive, destroying economy and is 
everywhere used for the leveling of in- 
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comes. In all countries taxes seem to be 
too numerous, too complex and too bur- 
densome,. Tax evasion is growing. Tax 
avoidance is universal, in fact the tax 
aspects of a transaction are becoming the 
most important influence in business de- 
cisions. 

High taxes encourage promotion, ad- 
vertising and research expenditures and 
deferred-compensation plans. They make 
the control of costs and éxpenses ever 
more difficult. Their effect on the com- 
parability of financial statements must 
always be taken into account. Loss com- 
panies are purchased for consolidation 
advantages. Excess-profits credits and 
losses carried forward and backward 
must be studied to be appraised. Acceler- 
ated amortization of approved defense 
facilities in 1952 will total $2.5 billion. 
Deductions taken for tax purposes but 





Thin 


Gillingstone really has to stretch his per- 
sonnel these days. Increased red tape, 
figure work and record-keeping are almost 
more than he can handle. No need for 
you to risk Gillingstone’s fate. Just re- 
member: the new Comptometers in the 
hands of Comptometer operators can’t be 


beat for expediting all office figure work! 


NEW COMPTOMETERS ARE FASTER ! 


Direct action means answers register instantly. 

No old-fashioned cranks or levers to slow down operator. 
Big, easy-to-read answer dials; no confusing 

zeros to left of answer. 


NEW COMPTOMETERS FEATURE SAFEGUARD ACCURACY ! 


Exclusive 3-way Error Control absolutely eliminates 
mistakes from faulty stroke. Decimal points are in natural 
position, conveniently numbered by column. 


NEW COMPTOMETERS ARE EASY TO USE! 


Anyone in your office can be your Comptometer 
operator. With Comptometer’s Floating Touch, top speed 
with accuracy can readily be obtained 

WHY NOT CALL YOUR NEAREST COMPTOMETER 


REPRESENTATIVE FOR A DEMONSTRATION TODAY ? 


COMPTOMETER 


REG U.S. PAT. OFF 
ADDING-CALCULATING MACHINES 


(electric and non-electric models) 


Made only by Felt & Tarrant Manufacturing Co., and 
sold exclusively by its Comptometer Division, 1734 
North Paulina Street, Chicago 22, Illinois. Offices in 
all principal cities 


FELT & TARRANT . NOW — four NEW machines! 


Visit our booth at the Business Show at the 21st Annual Meeting of Controllers Institute. Sheraton-Cadillac Hotel, Detroit, October 5-8 





not in financial reports and deductions 
in the accounts not allowed for tax pur- 
poses introduce new variables in reports 
used for comparisons as between years 
and as between different companies. 

Leasebacks and other special arrange- 
ments are used for construction and op- 
eration of plant and store facilities by 
different entities. LIFO, I have already 
discussed and pension plans I shall refer 
to later. 

A new suggestion has recently been 
made by the British Institute to give 
automatic relief in respect of the higher 
replacement cost of fixed assets under 
current price levels. It is suggested that a 
tax deduction be allowed in the year of 
replacement for the replacement cost of 
the new facility less the residual value 
of the old unit and depreciation here- 
tofore provided. The effect would be 
that the cost of the old unit would be 
carried forward in the accounts to be 
again depreciated and that the whole of 
the excess cost of the new unit, insofar 
as it does not increase the capacity, 
would be written off. 

This, in effect, is going back to the 
old renewal accounting of the public 
utilities. The possible distortion of the 
net income figure as between years 
would be greatly enhanced by such a 
treatment. I personally would prefer to 
see provision for the increased replace- 
ment cost made periodically over the life 
of the original unit by computing de- 
preciation on cost in the first instance 
and then converting it by index numbers 
into current dollars as I have previously 


suggested. 


LABORISTIC ECONOMY 

The position of organized labor in 
our economy today is pretty close to 
that of so-called entrenched big business 
in the early days of the century. The 
public rebelled against domination by 
the special interests and we had various 
antitrust and antidiscrimination acts 
which righted the balance. If labor con- 
tinues on its present course I think that 
somewhat similar controls will have to 
be imposed upon it. 

An example of the effect of our labor- 
istic economy on accounting is plainly 
evident in the variety of pension plans 
which have been adopted in the last few 
years. In the fall of 1949 we were faced 
with a shotgun decision about pensions 
for an industry, arising out of the steel 
dispute. 

Although pension plans had been in 
existence for a great many years, their 
accounting effect had not previously 
been important. The impact of their 
adoption on a large scale in 1949 and 
1950 seriously affected the comparability 
of different companies’ statements. 
There are, as you doubtless know, five 
different possibilities any of which 
would be accepted as in accordance with 
accepted accounting practice: 

1. Pay-as-you-go—a deduction of cur- 
rent payments to present pension- 
ers; 

. Annual accruals for future pen- 
sions based on current services of 
employes ; 

3. Deduction of current payments to 
trustees covering future pensions 


ACCOUNTING FOR INFLATION 


An examination of some of the difficulties of a period of 
continuing inflation, and in particular of the impact on ac- 
countancy techniques which have been proved by long usage 
in normal conditions, but whose present adequacy is at least 
arguable, is presented in a recently released English publica- 
tion, “Accounting for Inflation.” 

The book attempts to provide answers to such problems 
as replacement of fixed assets and assessment of true profit. 
Although it does not purport to give a complete, far less an 
ultimate, solution, it should succeed in stimulating comment 


or dissent. 


While the book is of English origin, it carries a bibliog- 
raphy covering writings not only in British, but also in 
American publications, as well as an appendix of some 47 
pages providing summaries of steps taken in other countries 
to deal with the same problems and difficulties. 


Published by Gee and Company, Limited, 27 Basinghall Street, London 


EC2, England 


THE CONTROLLER 


Price Abroad 15/10. 


SEPTEMBER 1952 





to all employes retiring or becom- 
ing available for pensions during 
the year; 

. Provision for partial accrual of the 
actuarial computation of future 
pensions based on past services, 
over a period of ten or more years, 
in addition to accruals for current 
services; and 
Provision for full actuarial liability 
under present estimates and at 
present salary rates. 


However, even this complete accrual 
under plan 5 gives no assurance that the 
ultimate liability has been provided for 
in full. Over the last 15 years I have seen 
a number of pension plans put into effect 
which were supposed to fully provide 
for future pensions. But, due to the de- 
cline in the value of the dollar, the de- 
cline in interest rates and increases in 
salaries and wages, the provisions 
proved to be wholly inadequate and sub- 
stantial additional accruals were re- 
quired. Comparisons between years and 
as between different companies even in 
the same industry must take into account 
the pension treatment adopted by each 
company. 

The retroactive effect of wage in- 
creases obtained during strikes may ne- 
cessitate the revision of earlier reports 
that have been submitted to stockhold- 
ers. The computation of so-called fringe 
benefits is quite complicated and may 
require later revision. 


CONCLUSION 

In conclusion, I would merely like to 
point up my remarks. All of us are in- 
terested in preparing as informative fi- 
nancial statements as possible. We 
would like to have them as definite as 
they can be made. Developments in re- 
cent years, however, have been working 
against us in this respect. The differences 
between optional treatments and the 
variables that have been introduced by 
the decline in the value of the dollar, our 
defense economy, high taxation and the 
power of organized labor, have made it 
necessary for us to reemphasize the fact 
that accounting statements can only pre- 
sent a fair reflection of the results of 
operations and financial position, in ac- 
cordance with the accepted accounting 
principles adopted by the company in 
question, and that they cannot be con- 
sidered as exact or final. A single figure 
for net income cannot be taken alone 
but must be accompanied by an income 
statement and explanations covering the 
policies adopted by the company in those 
fields where optional treatments are pos- 
sible and wide variations occur. 

I would like to close with the hope 
that you as responsible officials of 
business will encourage experimentation 
with new methods and procedures to meet 
the challenge of new developments. 





A REPORT ON 
Do's and Don'ts of Corporate Giving 


Presented in Beardsley Ruml Manual 


pee DO's AND DON’TS for use in 
planning business contributions under 
the five per cent tax exemption privilege of 
the Internal Revenue Code are presented 
for the first time in readily accessible form 
in ‘The Manual of Corporate Giving’’ is- 
sued by the National Planning Associa- 
tion. The 398-page handbook was edited 
by Beardsley Ruml, Chairman of the NPA 
Business Committee, in collaboration with 
Theodore Geiger, NPA Chief of Research. 

H. Christian Sonne, Chairman of the 
NPA Board of Trustees, in releasing The 
Manual, urged corporation officials to plan 
carefully their programs of corporate giv- 
ing for educational, scientific, and welfare 
activities. Pointing out that every corpora- 
tion, large or small, makes some tax de- 
ductible gifts each year, he stressed the 
need for assuring maximum benefits—to 
business givers, the recipients, and the na- 
tion generally—from this huge potential 
annual expenditure. 

Messrs. Ruml and Geiger were co-auth- 
ors of an NPA pamphlet “The Five Per 
Cent,” issued in August 1951, which in- 
spired many requests from businessmen 
and other individuals for more detailed 
guidance on how to operate a five per cent 
program. The Manual, prepared to an- 
swer such inquiries, pools the suggestions 
of the editors and of 24 other authors— 
each of them either an experienced donor, 
an expert in one of the main fields to 
which corporations make gifts, or a recog- 
nized authority on iegal and administra- 
tive problems involved in organizing and 
operating a five per cent program. 

Mr. Sonne said that NPA’s purpose in 
issuing The Manual “is not to argue the 
case for corporate giving or to plead the 
needs and merits of any field of activity or 
type of recipient organization.” Instead, he 
explained, it is to provide objective advice 
to the corporate donor who has already de- 
cided to give. ‘Our interest in the 5%, 
and how it is spent, springs from the con- 
viction that the maintenance of private ed- 
ucational, scientific, and welfare organiza- 
tions and activities is vital to the continued 
health of our democracy. More private 
support of such activities is imperative to- 
day when private institutions are increas- 
ingly confronted with the dilemma of 
fixed incomes and rising costs... . 
Moreover, an important benefit of ade- 
quate private support is that it will pre- 
serve and strengthen local decision-mak- 
ing and control so vital to the maintenance 
of effectively functioning democratic in- 
stitutions in our country.” 


GENERAL ASPECTS 

Part I of The Manual includes three 
chapters by the editors and Harry Rudick, 
member of the NPA Business Committee 
and a partner of Lord, Day and Lord, cov- 
ering general aspects of corporate giving 
—the history of the five per cent provi- 
sion, the administrative problems which 
corporations must face in setting up and 
operating a five per cent program, and the 
legal aspects of such giving. 

Part II, comprising the major portion 
of the handbook—with 17 chapters to 
which 21 authors have contributed—pre- 
sents specialized information on virtually 
every field of corporate giving: 

Community Chests; hospitals; muse- 
ums, libraries, music; health and welfare 
agencies; public health activities; higher 
education; public and independent 
schools; corporate scholarships and fel- 
lowships; adult education and lectures; 
the natural sciences; medical research; the 
social sciences; the humanities and crea- 
tive arts; public policy organizations; and 
education, welfare, and economic devel- 
opment abroad. 

For each, the authors summarize the 
main characteristics of each field; mention 
types of projects in which corporations 
have been interested; outline various 
methods of making contributions and 
what safeguards should be attached to 
gifts; describe which recipient organiza- 
tions are active, how/ they should be 
chosen, how to detect “racketeering,” and 
where information and advice can be ob- 
tained. 

Beardsley Ruml, author of the chapter 
on policy and administration of a five per 
cent program, concisely summarizes guides 
for individuals who have the responsibil- 
ity for corporate programs. The do’s and 
don’ts he stresses, in general, are applied 
to each particular phase of a program in 
the specialized chapters on the separate 
fields of activity. 


POLICY AND ADMINISTRATION 

Major emphasis is placed by Mr. Ruml 
on the need for explicit policy and admin- 
istration, and for rigid tests of disburse- 
ments under the five per cent provision. 
“The casual handling of disbursements 
under the five per cent provision,’ he says, 
“which all too frequently characterized 
corporate behavior in the past is no longer 
a matter of minor concern. Even more seri- 
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ous are those instances where possible net 
benefits to a company are permitted to go 
by default.” The only good reason for fail- 
ure to act under the five per cent provi- 
sion, Mr. Ruml states, is “the inability of 
management to find something to do that 
is worth to the company more than it 
costs..”” 

A company’s program, Mr. Ruml says, 
can be no better than the qualities of idea- 
forming and decision-making that go into 
it. Responsibility must be fixed so that both 
of these elements of a five per cent pro- 
gram are present. ‘The greatest possible 
wisdom at the point of decision will be of 
no avail if there is nothing forthcoming 
that is worth the deciding; and skillful, 
imaginative, and sincere development of 
ideas will be frustrated if the point of de- 
cision is stubborn, timid, frivolous, or in- 
competent.” 

It is in the choice of fields of activity 
and of the scale of operations that the 
“genius of a corporation’s management 
will be expressed,” according to Mr. Rum. 
While responsibility to the community 
normally has first call on a corporation's 
five per cent funds, beyond such commit- 
ments, the corporate interest can be 
broadly or narrowly defined to take ad- 
vantage of the vast opportunities offered 
to private initiative. “A narrow field will 
be more concrete, more obvious, and more 
certain as to benefits received in relation to 
amounts disbursed. The broader field will 
be more uncertain and will require greater 
skill in its selection. But if wisely chosen, 
the broader field will be more enduring 
and in the end more rewarding.” 


FOUNDATION OR TRUST 

Mr. Ruml and a member of the authors 
point out that some companies may do well 
to consider setting up a company founda- 
tion* or trust or using an independent 
community trust to assure that adminis- 
tration of the program is kept separate 
from main operations of the company. A 
description of the services which can be 
rendered by community trusts, prepared 
by Ralph Hayes, Executive Secretary of 
the New York Community Trust, is ap- 
pended to Mr. Ruml’s chapter; and sample 


*See “Corporate Fund Granting Agencies 
Increasing as Taxes Keep Rising,” THE Con- 
TROLLER, May 1952, p. 220, and “Corporations 
Can Boost Giving 7% Without Added Cost,” 
THE CONTROLLER, August 1952, p. 394 
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charters for corporate foundations and 
trusts form an appendix to Mr. Rudick’s 


chapter. 

Common-sense principles apply to the 
choice of methods of support. Among 
those pointed up throughout The Manual 


are: 

1. A smaller contribution made regu- 
larly is more useful to many organ- 
izations than a larger contribution 
which cannot be maintained. 

W hile contributions for 
one-time purp es are practical and 
can be undertaken with little risk 
either to the corporation or to the 
recipient, they cannot be justified for 


one-time 


continuing purposes 
A gift for a building or equipment 


should take into consideration the 
ability of the recipient to maintain 
wt. 

Donors should remember that many 
projects and special programs im- 
pose a financial burden on the recip- 
tent institution over and above the 
direct costs of the activity itself, and 
they should make provision in their 
allocations of funds for meeting the 
indirect overhead and administra- 
tive costs of such projects. 

. If the grant is of significant size, the 
donor may legitimately require an 
inde pendent auditing of its expendi- 
ture in cases where funds can be ad- 
ministratively segregated for some 


clearly defined purpose. 


Industry Seen Drifting Toward Profitless Era 


Although the business outlook for the 
next six months seems good, industry is 
now facing a drift towards profitless pro- 
duction. This is the opinion of Henry H. 
Heimann, executive vice president of the 
National Association of Credit Men, as ex- 
pressed in his recent Business Review. He 
pointed out that the break-even point is 
constantly rising and that wage demands 
will increase. The impact of the high tax 
levy on earnings is so severe that business 
can look forward to a considerably reduced 
profit margin, the head of the nation-wide 
credit organization said. 

First half reports already show that 
earnings are down considerably and _al- 
though they may fall slightly further there 
is NO apparent reason why the last half of 
the year should not be one of considerable 
activity. Industries such as petroleum, air- 
craft, machine tools, and coal, have not 
registered in the lower earning brackets 
up to this time. However, textiles, automo- 
biles, chemicals, food, and, because of the 
extended strike, the steel industry are 
showing marked decline in earnings. An- 
other factor which may offset the earnings 
picture is the possibility of an increase in 
the number of strikes for union labor lead- 
ers seem to believe they can bargain with 
more success just before the National Elec- 
tion.” 

If sales are to pick up in the near future, 
the credit chief indicated that new and in- 
genious promotional methods must be de- 
veloped in order to stimulate the consumer 
into buying action 

“We in business must more than ever 
analyze the psychology of the human be- 
ing,” Mr. Heimann said. “Presently con- 
sumers are possessed of large funds but it 
has been apparent during the past year 
that old methods of sales promotion do 
not produce satisfactory results. We feel 
that American Business 


sure, however, 
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management has not lost its ingenuity and 
will successfully demonstrate the real val- 
ues it can offer and thus will realize an 
increased distribution.” 

Its present action in easing controls and 
regulations seems to indicate that the Gov- 
ernment now is getting nervous about how 
the heavy defense expenditures can main- 
tain the inflationary trend it has tried to 
promote, Mr. Heimann also pointed out. 

“Despite the fact that commodity prices 
have been weak throughout the world, the 
basic inflationary trend is still with us. It 
may not be as evident and pronounced as 
it was in earlier years but it is still a factor 
with which to reckon. It is a natural part 
of our managed economy and modern day 
propaganda. With our seeming prosperity, 
even though it be synthetic in character, it 
is difficult to convince the average man and 
woman that mild inflation is not beneficial. 
It is even more difficult, if not next to im- 
possible, to convince them that mild in- 
flation ever stops at that point. Given time, 
it develops into serious inflation, and, of 
course, this exacts its toll from every liv- 
ing being. 

“If a quarter of a century ago, govern- 
ment officials had urged inflationary meas- 
ures such as the world so readily accepts 
in this day and age, they would have been 
considered incompetent. Now they are 
looked upon as great explorers who have 
found a new way to reach the millenium 
without effort or suffering. Perhaps one of 
the reasons we are now in such world-wide 
difficulty is because we ignore the funda- 
mental fact that a true recovery after wars’ 
toll will involve some sacrifice and suffer- 
ing. This truth automatically eliminates 
sound measures of recovery from consider- 
ation by the politicians and officials who 
are unwilling to face the facts and tell our 
people about the real measures essential 
to a healthy reconstruction.’ 
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6. Donors should not warp an institu- 
tion with their gifts. There is a suffi- 
cient variety of institutions in the 
country so that a corporate donor is 
almost certain to find at least one 
which naturally suits the purposes 
he has in mind, however specialized 
these may be. 

“Hesitancy about setting up five per 
cent programs and using them aggres- 
sively,’ Mr. Ruml says, “commonly 
springs from two principal sources—con- 
cern about stockholder criticism and the 
repeal of the five per cent provision.” The 
concern about stockholder criticism is jus- 
tified, he states, only if the corporation’s 
program is not worth more than the pro- 
gram costs. Apprehension as to the possi- 
bility of repeal seems groundless because 
the law is in the public interest and be- 
cause any such action ‘would cripple the 
educational and welfare activities in ev- 
ery state and community throughout the 
country.” 


PUBLIC POLICY ANGLES 

The likelihood of continuation of the 
tax exemption for corporate giving is in- 
dicated further by Theodore Geiger in his 
chapter discussing public policy and the 
five per cent. The proposal, he notes, was 
passed by a large majority in Congress, 
with Democratic and Republican support, 
in 1935. Since then, there has been general 
agreement that tax-exempt corporate giv- 
ing is both an obligation and an oppor- 
tunity. Both corporate stockholders and 
the public at large are coming to realize 
that if a degree of private initiative and de- 
centralization is to be preserved in edu- 
cational, scientific, and welfare fields, cor- 
porations must make more extensive use of 
their five per cent privileges. 

There are occasional contentions, Mr. 
Geiger notes, that the five per cent priv- 
ilege constitutes a tax loophole. It is not, he 
reports, when judged by any of the com- 
mon definitions of the term. The law ex- 
presses the intention that corporations use 
the privilege and it is only a smaller 
counterpart of the 159% tax deduction per- 
mitted individuals for similar contribu- 
tions. 

Harry J. Rudick presents carefully doc- 
umented opinions on the legal aspects of 
corporate giving, analyzing what the rev- 
enue laws permit from the standpoint of 
eligible recipients, the relationship of gifts 
to business expenses, the question of gifts 
in excess of five per cent, and the real costs 
of contributions. The main legal problem 
for corporations, Mr. Rudick points out, 
is the question of stockholders’ rights. Un- 
der common law, corporations have the 
power to make contributions only when 
such gifts directly advance the corporate 
interest. However, the common law de- 
cisions are more than 30 years old, and in 
recent specific tax cases—which he cites— 
the powers of the corporation to act have 
been broadened. 
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Impact of Time Study and Methods 
on Pricing and Unit Costs 


D. H. Dallech 


| IMPACT of Time Study and Methods 
on the functions of a corporate financial 
officer can be tremendous. 

Some of you may not be associated with 
a company which is large enough to sup- 
port a Time Study and Methods Depart- 
ment and, therefore, may have the impres- 
sion that the subject is not particularly vital 
to you. But even the one-man shop had to 
go through the procedure of applying 
Time Study and Methods technique be- 
fore it went into business. It was necessary 
to first determine the methods to use to 
make the product, the price to pay for 
labor, the type of machine on which the 
product was to be made, etc. If the original 
approach was fundamentally sound he 
then found that he could satisfactorily 
compete and thereby produce a profit. 
Even the day work plant, which has no in- 
centive system whatsoever, must go 
through this same procedure, either for- 
mally or informally. 

Time Study and Methods engineers 
realize they are constantly matching wits 
with the operators every time they estab- 
lish a rate. In fact, in my experience the 
operators are many times far ahead in how 
to beat the rates which are established by 
T-S-M (Time Study and Methods). The 
point I really want to bring out is that by 
the setting of fair rates—fair not only to 
operators but also to the firm—T-S-M can 
establish either satisfactory or unsatisfac- 
tory personnel relationships all the way 
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down through the organization. Nothing 
in a manufacturing organization has such 
far-reaching effects as the labor rates which 
T-S-M engineers establish. 

In the accompanying chart, it is clear 
that T-S-M engineers are the very foun- 
tain of all manufacturing and financial 
problems. Once labor rates are set, a con- 
tract has been completed with the workers. 
The rates set determine the labor costs of 
the product. The more operations studied, 
the more contracts have been made and 
the more elements of satisfaction or dis- 
satisfaction have been established among 
the worker ranks. 

Inasmuch as my subject is primarily con- 
fined to pricing and unit costs, all the ele- 
ments involved in the chart are necessarily 
contributing to both basic costs and prices. 
Therefore, it is very difficult not to point 
out the impact of T-S-M on practically all 
phases of a business organization. It is a 

et theory of mine that many executives, 
both senior and junior executives, often- 
times do not visualize the broad scope of 
their function simply because they have not 
realized how influential their operations 
are to the over-all picture. 

Let us now work down the chart. Once 
we have established our labor rates, which 
determine the labor costs of the product, 
we realize that the rate set on the job be- 
comes the direct labor cost, which in turn 
becomes the historical data which the Cost 
Department passes along to its Financial 
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Division to determine whether or not the 
plant has operated at established stand- 
ards, or whether there are variances from 
standard which must necessarily be taken 
into account in developing unit costs. 


MATERIAL COSTS 

Further down the chart, after you pass 
through the Unit Labor Costs bracket, you 
will see a Material Costs block superim- 
posed. You may rightfully ask ‘How does 
that come in for consideration on Time 
Study and Methods Engineering ?” I might 
point out in our particular plant the Engi- 
neering Department established the car- 
bon content of steel, for instance, from 
which the part is to be fabricated. But be- 
cause the Time Study and Methods De- 
partment has available the various ma- 
chines on which these products are to be 
fabricated, it is in a position to know 
whether or not that particular content of 
steel can be made most economically on 
the machine available. 

The Engineering Department, with all 
due respect to its ability, cannot possibly 
be as fully aware of the productive results 
based upon the carbon contents of steel as 
our Time Study men are; and it is part of 
the Time Study Department's function to 
collaborate with the Engineering Depart- 
ment by suggesting that a slightly higher 
or slightly lower carbon content would be 
just as satisfactory in the product, and 
could be put through our machines and 
better adapted to them so that our produc- 
tivity might sometimes be increased by 15 
or 20 per cent. Sometimes even patterns 
for castings are redesigned after analysis 
by Time Study reveals more economical 
production can be effected by such changes. 

Certainly there is no easier way of cut- 
ting labor and material costs of a product 
than to be certain that the seactaclens 
are so developed that a plant can secure 
maximum productivity. Too many times 
there is a great iron wall between the En- 
gineering Department and the Time Study 
Department where the talents are worked 
independently and a great loss thereby is 
the result, simply because the two depart- 
ments have not collaborated in develop- 
ing the most efficient material and methods 
procedure to fabricate the product. 





TIME STUDY ROLE 

Time Study to a great extent predeter- 
mines what the unit cost will ultimately be 
(and I use that word “predetermines”’ ad- 
visedly because unit cost is the ultimate 
result of T-S-M work). The recording of 
costs is an historical function whereas 
Time Study is its forerunner. The die will 
have been cast after the Time Study has 
been completed and it therefore becomes 
most important that Time Study will have 
been intelligently applied before the result 
has become history in the form of unit 
costs. 

Too much emphasis is sometimes placed 
upon the analyzing of unit costs in the 
Cost Department and too little emphasis is 
placed upon the correct application of 
T-S-M. Because it actually is the origin of 
unit costs, an incorrect application of Time 
Study just as surely becomes a reflection in 
poor costs of the product. 

If you will follow down the Labor Cost 
section of the chart you will note that we 
have now developed a unit cost which be- 
comes a tremendous factor in assisting the 
treasurer and controller in developing the 
cash and operating forecasts for the cor- 
poration. Unit costs embodying direct 
labor, material and burden are the basic 
components for cash forecasts and are the 
direct reflection of whether your original 
function has been created fundamentally 
correct in order to develop a satisfactory 
cash flow. 

Following further down the chart, by 
developing a unit cost from T-S-M studies, 
the financial officer is thereby equipped to 
develop actual operating budgets and to 
project profit and loss statements. Because, 
again, all the factors in unit costs are the 
basis for the profit and loss statement. 
Nothing is more important today than 
having projected operating budgets. In 
fact, a budgetary control is even more im- 
portant to a company than the developing 
of costs in the Cost Department, because 
obviously it projects into the future what 
the corporation can expect in the way of 
operating profits or losses. I think you will 
quite agree with me that T-S-M is surely 
the fountain of profits or losses for your 
company. 

We who are concerned with the financ- 
ing and controllership of a business actu- 
ally are almost totally dependent upon the 
T-S-M engineers for the tools with which 
we work. As a matter of fact, we are 
merely historians recording whether the 
T-S-M engineers have or have not done a 
satisfactory job. Certainly we are entirely 
dependent upon them for controls upon 
costs, on manpower, both direct and in- 
direct, and on the purchase of new ma- 
chinery required for fabricating the ma- 
terial on which they are making a Time 
Study. When these factors are all rolled 
together for us as controllers and financial 
operators, we can then develop our budg- 
etary control systems, our cash operating 
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budgets and forecasts, our capital asset 
forecasts, our planning for increased 
plant and equipment, and our reports to 
stockholders. 


PRODUCTION CONTROL 

I now ask you to follow the chart after 
the development of direct labor rates to 
see how important the application of 
T-S-M can be to the function of Produc- 
tion Control. Certainly after T-S-M has de- 
veloped the hours or minutes of labor re- 
quired to produce the product, the com- 
pany has perfect information for the de- 
velopment of machine loads because 
T-S-M has already determined on what 
machines certain operations are to be per- 
formed and how much time has been allo- 
cated for the completion of the operation. 
T-S-M not only develops the operating 
time, but also allows the proper set-up 
time to prepare the machines for fabri- 
cation. 

With these two items developed, the 
Production Control Department is in a 
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pease (ame to determine the lead time 


required for the fabrication of the product. 
Production Control also has the minimum 
size lots required for most economical pro- 
duction based upon the — of the ma- 
chine. Together, the three factors—namely, 
operating time, set-up time and minimum 
size lots—determine the perfect formula 
for factory scheduling. The accuracy: of 
your original performance governs to a 
great degree the relationship of your fac- 
tory burden to your direct labor. While 
T-S-M exposure to factory burden is more 
indirect than exposure to direct labor costs, 
the intelligent application of the T-S-M 
function in the first place does, however, 
influence factory burden to a very great 
degree. 

You will now observe on the chart that 
unit costs and various other items of fac- 
tory problems have merged into the price 
of the product. In the development of the 
price of the product, beyond the costs so 
far jantoed, there must be added selling 
and administrative expenses and a proper 
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margin of profit. But, in most cases, the 
components of factory cost which have 
been developed represent the largest por- 
tion of the total costs entering into the pric- 
ing of the product. Having established the 
basic factors for pricing, proper net profits 
should necessarily result, provided T-S-M 
has performed its function satisfactorily. 

Certainly machinery and new 
plants cannot be purchased except from 
capital supplied by profitable operations, 
and it is only as a result of the correct ap- 
plication of T-S-M work that the company 
is in position to purchase these fixed assets 
which are so necessary in modernizing our 
manufacturing procedures in today’s 
highly competitive market 


new 


The poor application of Time Study re- 
sulting, for instance in too close rates, can 
result in dissatisfaction on the part of op- 
erators, which is a sure indication that ul- 
timately you will be faced with slow- 
downs, strikes, or complete dissatisfaction 
on the part of your workers. Intelligent 
Time Study, however, can work exactly 
in the reverse. Certainly top management 
is, or at least it should be, vitally inter- 
ested in this particular phase of manufac- 
turing procedure, for it is the writer's sin- 
cere belief that many of the serious deci- 
sions top management faces are the direct 
results of the rates and methods estab- 
lished at the very origin of its operating 
program. 
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RATE GUARANTEED 

In our particular plant we guarantee to 
every one of our workers that once our 
Time Study men have set a permanent rate 
on a job, the company will never permit 
that rate to be adjusted downward except 
when a change in materials, methods or 
machines has occurred. If our Time Study 
Department has erred in giving too liberal 
a rate, our philosophy at the top-manage- 
ment level is to absorb the error rather than 
have our operators wondering whether 
they should hold back on production be- 
cause the rate is too loose, thereby permit- 
ting excessive earnings on their part. 

Some may raise eyebrows at that policy, 
but after all if you take into consideration 
the standard feeds and speeds on the mod- 
ern machinery which we purchase today, 
you will agree that the element of error, so 
far as a serious effect on the total direct 
labor cost is involved, almost always is rel- 
atively small. Suffice to say in our plant, 
which is approximately 100 years old, we 
have never been faced with labor disturb- 
ances, we have never had a slow-down, and 
our labor costs have been surprisingly uni- 
form in relation to the selling price of our 
product over a period of many years. You 
will be interested to know that our labor 
costs for 15 years have not fluctuated more 
than two percentage points to our selling 
price, even though the complexion of our 
products changes radically from plastic 
injection molding machines in peacetime 
to highly precisioned machine tools in 
wartime. 

We, therefore, feel that this irrevocable 
agreement with our workers, namely, that 
no rates in our plant will ever be reduced 
(unless methods or materials are changed ) 
even though they beat the pants off of us, 
has contributed to the fine relationship 
which we have had with our workers. Our 
statistical records indicate that our Time 
Study Department has not gone too far 
afield in misapplication of rates. Suffice 
it to say, there certainly is a definite psycho- 
logical effect, with which I am sure you 
will agree, in encouraging workers to go 
ahead and earn just as much as they want 
to, they may produce just as fast as they 
wish, provided, of course, that quality is 
maintained. Our company also believes in 
the theory that every inducement should be 
offered to stimulate ingenuity on the part 
of the operator in finding ways and means 
of improving methods and reducing op- 
erating costs. 

In the opinion of our management our 
Time Study and Methods Department is 
in a position to predetermine whether we 
will make a profit or a loss, whether we 
will have satisfied workers or strikes, 
whether the quality of our product will be 
made to the satisfaction of our customers, 
whether we will deliver material in accor- 
dance with our predetermined machine 
load times to the satisfaction of our cus- 
tomers’ delivery. 





The Controllership Function: 
A Modern Concept 


James L. Peince 


amd THE SUBJECT of the con- 
trollership function is discussed, I 
am beset with the thought that, properly 
speaking, controllership is not a func- 
tion at all. It is rather an attitude of 
mind. It is a presence, if you will, which 
enriches and vitalizes the activities of 
any company in which it is found. A 
mere set of functions may be assigned 
to any qualified person, but controller- 
ship goes far deeper. It is a trained view- 
point which, when properly exercised, 
brings balance to management thinking, 
escorting it through sound channels of 
business judgment and ushering it into 
the realm of profitable operation. 

Let us consider, then, a modern con- 
cept, and leave yesterday's model behind. 
We have been accustomed for a long 
time to think of the controller as that 
executive who concerns himself with his 
company’s accounting, costs, auditing, 
taxes, budgets, financial forecasts, insur- 
ance, statistics and so on. Little by little, 
this view has shifted to higher altitudes, 
until the activities of the controller have 
become a recognized segment of mana- 
gerial thought, entering into every sig- 
nificant move and decision. 

This trail has been pioneered by 
strong men. Looking backward, we can 
visualize them fighting through a wil- 
derness of tradition and skepticism to 
win recognition of the controller as far 
more than an executive accountant—to 
carve out a new role in management. We 
can also recall some of the mistakes made 
on the way—the men who unwittingly 
became known for saying no to all new 
ideas—the men who prepared their com- 
pany’s budgets single-handed and then 
tried to enforce them—the men who 
tried to mix the practice of controller- 
ship with major operating duties. By 
these mistakes we have learned and are 
still learning what controllership really 
means. 

Nor do I feel that the profit motive, as 
that term is generally used, is the sole 
impulsion of controllership, or even of 
business as a whole. Profits are indispen- 
sable, of course, and because the enlight- 
ened use of the profit motive has not 
usually conflicted with the attainment of 


other legitimate objectives, it has been 
a serviceable guide in making decisions. 
Nevertheless, it sometimes becomes nec- 
essary to sacrifice immediate profit in 
favor of, let us say, a long-range devel- 
opment program. Profits may have to 
yield precedence to a position more ac- 
ceptable to employes and public, or even 
to just plain conformity to the standard 
of business morality that the individual 
management must live with because it is 
constituted that way. Controllershi 
should be responsive to these finer shad. 
ings of purpose. It must never permit it- 
self to be thought of as that element in 
the organization which is only capable 
of thinking in terms of dollars and cents. 
All of this is a part of an atmosphere 
which surrounds controllership as_ it 
must be practiced if it is to succeed. 
There is a very descriptive term, origi- 
nated I believe by the personnel people, 
which applies here very well. The term 
is ‘‘service motivated’ and it fits that 
kind of man or woman we are sometimes 
privileged to know who, either instinc- 
tively or by self-training, places the 
needs of others above his own, and finds 
his own advancement in serving others. 
The staff status of controllership de- 
mands this service motivation, and con- 
trollership finds its best expression in 
such a surrounding. The principles and 
practices of controllership cannot be sep- 


arated from its ideals, and I mention this 
here to make clear the reason for season- 
ing this presentation with a liberal 
amount of idealism. It remains for you 
to judge whether these thought: are also 
workable and practical. 


CONTROLLERSHIP AND CONTROLLERS 

Before launching into a description 
of the controllership functions, I should 
like to clarify what we are talking 
about. To understand what controller- 
ship means, it is absolutely essential to 
distinguish it from the office of control- 
ler as we know it from our business ac- 
quaintance 

Although the functions of controller- 
ship can best be performed by a control- 
ler, a little reflection will remind you 
that the assignment of controllership 
duties differs widely. In some companies, 
for instance the controller performs the 
accounting, cost and tax functions, while 
the coordination of a budgetary control 
program is assigned to an administrative 
vice president or treasurer. In other 
cases, the planning and control activities 
that are the heart of controllership are 
performed by staff men reporting to the 
president. Frequently the president or an 
executive vice president, does the real con- 
trollership job, leaving the man designated 
controller, if one exists, with a task resem- 
bling that of chief accountant. 


JAMES L. PEIRCE, past president and a former director 
of the Chicago Control of Controllers Institute, presented 
this paper to the Conference on Controllership, jointly 
sponsored by the School of Business, University of Chi- 
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Looking on the operating side of the 
fence, we sometimes find controllers car- 
rying out assignments which are no part 
of controllership, such as purchasing or 
standards engineering. Some of them 
may even be found negotiating labor 
contracts. 

Now there are usually reasons for all 
these heterogeneous arrangements con- 
sidered valid by the managements con- 
cerned. I have no intention of criticizing 
them. I do, however, want to make it 
perfectly clear that the controller in all 
such cases is hampered in giving full ex- 
pression to this very beneficial influence 
called controllership in one of two ways: 
either he lacks the full delegation of du- 
ties and authority to do the complete job, 
or he is forced to devote so much time 
and effort to operating tasks that he sac- 
rifices much of the over-all planning 
sense and objectivity that a controller 
must cultivate in order to perform ef- 
fectively. 


The recognition of these facts need 
not discourage anyone. Even though the 
full-blown expression of the controller- 
ship idea has not been manifested in 
your organization through delegation of 
the full complement of duties to one 
man—even though your company is not 
large enough to justify a full-time con- 
troller—even though your particular job 
represents only one segment of the con- 
trollership field—despite the presence of 
one or all of these conditions in your 
own experience, you will profit by culti- 
vating an understanding of the science 
of controllership. By understanding this 
science better, in all of its implications, 
you will practice it more effectively in 
those phases of controllership that fall 
to your execution. 

Furthermore, you may be sure that if 
your business is profitable—if it has been 
even moderately successful—someone 
within its doors has been practicing con- 
trollership. You might find this spark 


WHAT IS CONTROLLERSHIP? 

The concept of the function of controllership, as de- 
veloped by Controllers Institute’s Committee on Ethics and 
Eligibility Standards, and approved by the National Board 
of Directors on September 25, 1949, follows: 


1. To establish, coordinate and maintain, through authorized 
management, an integrated plan for the control of opera- 
tions. Such a plan would provide, to the extent required in 
the business, cost standards, expense budgets, sales fore- 
casts, profit planning, and programs for capital investment 
and financing, together with the necessary procedures to 


effectuate the plan. 


. To measure performance against approved operating plans 
and standards, and to report and interpret the results of 
operations to all levels of management. This function in- 
cludes the design, installation and maintenance of account- 
ing and cost systems and records, the determination of ac- 
counting policy and the compilation of statistical records 


as required. 


3. To measure and report on the validity of the objectives of 
the business and on the effectiveness of its policies, organi- 
zation structure and procedures in attaining those objec- 
tives. This includes consulting with all segments of manage- 
ment responsible for policy or action concerning any phase 
of the operation of the business as it relates to the perform- 


ance of this function. 


. To report to government agencies, as required, and to su- 
pervise all matters relating to taxes. 

. To interpret and report on the effect of external influences 
on the attainment of the objectives of the business. This 
function includes the continuous appraisal of economic and 
social forces and of governmental influences as they affect 
the operations of the business. 

. To provide protection for the assets of the business. This 
function includes establishing and maintaining adequate 
internal control and auditing, and assuring proper insur- 


ance coverave. 


THE CONTROLLER 


SEPTEMBER 1952 





420 


of planning and control hidden deep in 
the thoughts of a sole owner, activated 
only in the hours approaching midnight, 
but you will find it. The captain may also 
be the navigator in your ship, but he 
cannot stay afloat without navigation. 


DEFINITION OF CONTROLLERSHIP 

Now that we have disposed of the 
confusion which is constantly arising 
from failure to distinguish clearly be- 
tween the science of controllership and 
the duties assigned to individual control- 
lers, let us turn our attention to an ex- 
amination of this science as it should be 
practiced. 

Fortunately Controllers Institute of 
America has hammered out—after much 
thought and laborious committee activ- 
ity—an official statement of its concept 
of the function of controllership. A Chi- 
cago man was chairman of the commit- 
tee which in 1949 completed this mod- 
ern concept, superseding the outworn, 
limited sense of controllership which 
was generally accepted in previous years. 
He is E. W. Burbott, now vice chairman 
of A. B. Dick Company, formerly na- 
tional president of Controllers Institute 
and alent president of the Con- 
trollership Foundation; and I mention 
him because he has made an important 
contribution to American business in its 
development of a modern concept of 
controllership. 

Read the Institute's concept of con- 
trollership in its entirety, for this paper 


subsequently discusses it point by — 


So much meaning has been packed into 
each of the six functions making up this 
definition—so much thought given to 
the choice of each word—that, if you 
have not read it before, its full impact 
may not reach you with the first reading. 
A common first impression is that it cov- 
ers an immense amount of territory. 
Careful thought usually makes it clear 
that nothing less complete will suffice. 
We shall analyze it and see for ourselves. 


THE PLAN FOR 
THE CONTROL OF OPERATIONS 

The sor in the Institute’s state- 
ment provides a plan for the control of 
the operations of the business. It is the 
function of controllership to establish 
such a plan, to coordinate and maintain 
it. The plan must be integrated, in the 
sense that all departments of the busi- 
ness will be scheduled to move harmo- 
niously toward a predetermined goal. 
Depending on the kind of business, such 
a plan will require, to a greater or less 
degree, cost standards, expense budgets, 
sales forecasts—all of the techniques of 
planning at our disposal. Even financial 
planning cannot be done without con- 
trollership, for current operating and 
long-range planning of capital require- 
ments go hand in hand. Nor is control- 
lership relieved of responsibility once 





the plan is launched. It must also pro- 
vide the necessary procedures to effectu- 
ate the plan. 

At this point I should like to ask you 
to review point one in the Institute's 
concept of controllership and to call 
your attention to three words in it— 
“through authorized management.” 


1. To establish, coordinate and maintain, 
through authorized management, an in- 
tegrated plan for the control of opera- 
tions. Such a plan would provide, to the 
extent required in the business, cost stand- 
ards, expense budgets, sales forecasts, 
profit planning, and programs for capital 
investment and financing, together with 
the necessary procedures to effectuate the 
plan. 

This phrase is the keynote of effective con- 

trollership. Every good controller knows 

-sometimes from painful experience— 
that he cannot move ybout through his or- 
ganization issuing orders and instructions 
which will eventuate in the construction of 
an operating plan. If he does, it is likely 
that no one will follow the plan, and he 
will have no end of trouble in coordinat- 
ing and maintaining it, because everyone 
will think of it as the controller's plan, 
rather than as the company’s plan. 

The operating plan cannot be the con- 
troller’s plan, or at least it must not be 
thought of in that light. Therefore, the 
controller must establish it ‘through au- 
thorized management” and he must co- 
ordinate and maintain it the same way. 
Further, he must see clearly that he him- 
self is not that authorized management. 
Many a controller has stumbled on this 
cardinal principle. It is here that he must 
call on his utmost inner reserves of service 
motivation—that he may subordinate the 
urge to give orders and perform a patient, 
selfless office through the leadership of top 
and operating management. 

This does not mean that the controller 
can be a weak individual. He will con- 
stantly need to sell, to explain, to teach, 
to urge those representatives of manage- 
ment at all levels who are authorized to 
exercise line authority that the planning 
principle may be implemented and a well- 
planned organization emerge. He must 
of course, begin with the president or chief 
executive officer of his company, for all 
systematic planning, and therefore sci- 
entific controllership, begins at the top. 

I should like to call particular attention 
to one other innovation before leaving this 
part of the definition. The techniques of 
planning are deliberately subordinated to 
the idea of the plan itself. The budgeting 
activity, the sales forecasting, cost stand- 
ards—all of those control media which ac- 
countants, engineers and others have 
developed to such fine precision—become, 
when elevated to the field of controller- 
ship, only the working tools of the trade. 
The product to be fashioned with those 
tools is ‘‘an integrated plan for the control 
of operations.” 


THAT WORD “CONTROL” 


There seems to be a tendency for controllers to avert their 
eyes and assume a look of injured innocence when they are 
referred to as having or exerting “‘control.”’ Perhaps this re- 
luctance to be identified with “control” is a contributing 
cause to the persistence in modern business of the old-fash- 
ioned title ‘‘comptroller,”” an etymologically incorrect word 
derived from the French and traceable to the antiquities of 
bookkeeping. 

Now many words in the English language are commonly 
endowed with various shadings of meaning, and we move 
easily from one to another in our conversation. The word 
“control,” when applied to the controller of a business en- 
terprise, has a specialized meaning, which is not clearly un- 
derstood, even by the top strata of management, much less 
the financial public and press. 

Perhaps we can throw light on this shading of meaning by 
mentioning a few things that the word ‘‘control’” in this 
usage does not include. ‘‘Control,”’ as here used, does not sig- 
nify the kind of control over a business which a majority 
shareholder enjoys. It does not refer to any part of the con- 
trol centered in the Board of Directors or the president. It 
does not include line authority for making or carrying out 
policy or operating decisions, except in the particular sphere 
of financial operations heretofore described, and even there 
the authority is carefully circumscribed to the extent that 
there is a functioning treasurer in the organization. 

What then is left for our definition? Perhaps it will be 
useful to say that the type of control exercised by controller- 
ship is the presence in a business of that force which guides it 
to a predetermined objective by means of predetermined 
policies. It does not steer the course, but it informs operating 
management of any significant deviation from it. It never 
issues Orders, but it sees and knows all, and makes plain to 
the man in charge what he must do to achieve the prescribed 
aim. 

Viewed in this light, no controller need shrink from his 
title, nor hesitate to exercise the control that it implies. 
“Budgetary control,”’ an accepted term, is a starting point, 
and once the controller has mastered the techniques of super- 
vising a budget system without encroaching on anyone's de- 
cision-making prerogatives, he will have absorbed most of 
the philosophy of control. He will be skilled in the science of 
providing effective controls for his business and making 
them work. 


MEASUREMENT AND INTERPRETATION _ reefs, but not to propel it—to navigate but 


not to take command. 





The second major function is packed 
with power which, like all power, must be 
exerted with utter fidelity to principle. The 
power of reporting and interpretation is 
the power to guide, to clarify and to 
strengthen the men who make the deci- 
sions. It is not the power of decision-mak- 
ing. It is the power to keep the ship off the 
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It will be noted that this function as- 
sumes the presence of an effective operat- 
ing plan, with budgets, procedures and 
so on, all set up under point number one. 
The measurement here contemplated is es- 
sentially “against approved operating 
plans and standards.” But even where no 
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standards exist, it is the duty of controller- 

ship to report and interpret operating re- 

sults. For this purpose we must of course 
have accounting and cost systems and ac- 
cumulate numerous statistical data. 

Point two might here again be examined 
in the light of these explanatory com- 
ments: 

2. To measure performance against approved 
operating plans and standards, and to re- 
port and interpret the results of operations 
to all levels of management. This function 
includes the design, installation and main- 
tenance of accounting and cost systems and 
records, the determination of accounting 
policy and the compilation of statistical 
records as required. 


Here falls the heavy reporting require- 
ment. Much has been said and written 
concerning reports to management by very 
competent practitioners of controllership. 
Suffice it here to place the subject in focus 
in the controllership orbit. The form of 
such reporting is inconsequential to the 
present subject. Conceivably, the controller 
might keep management (of which he is 
a part) adequately informed by verbal re- 
porting only, from a few worksheets and 
notes, although experience has shown that 
this would not be the most effective 
method. The important thing to remem- 
ber is that the liaison of controllership and 
decision-making management cannot prop- 
erly be maintained by sole reliance on a 
set of periodic statements, no matter how 
well designed they may be. The statements, 
and even the written comments thereon, 
are merely means for contributing to the 
discharge of a responsibility. The duty is 
not discharged until management actually 
understands the facts. 

The responsibility for interpretation 
augments this function and at the same 
time clarifies it. Interpretation! What an 
invitation to make an important contribu- 
tion to a company’s welfare! When I am 
asked simply to provide figures, I am re- 
stricted, but there is no limit to my freedom 
when I am asked to interpret them. But, at 
the same time, I am conscious of the per- 
sistent inner prompting, that my interpre- 
tation must be governed by absolute accu- 
racy. Truth demands a sharpening of 
faculties to analyze and examine, to sift 
and search again before interpretive con- 
clusions are presented to management. We 
might almost say that it is the function of 
controllership always to be right! 

Notice again the subordination of tech- 
niques to the fundamental purpose. The 
design of cost systems, the preparation of 
statements, the long discussions of depreci- 
ation rates, inventory policy, valuation and 
periodic determination of profit generally, 
all belong (omitting tax considerations) in 
the category of tools for a more funda- 
mental objective of controllership 
namely, the measurement of performance 
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against approved operating plans and 
standards, and the reporting on an inter- 
pretation of the results of operations. 
What happens when the measurement 
of performance has been made, reported 
and even interpreted ? What action is taken 
and who takes it? The most typical case 
perhaps is the excess of actual expendi- 
tures over budget for a division of the busi- 
ness reporting to the president. Once this 
situation has been measured, analyzed, re- 
ported, interpreted, what is the controller's 
next move ? First, if he is a sound control- 
ler, he will have given the same set of facts 
to both division head and president. It is 
then the job of the president, not the con- 
troller, to take whatever steps are indi- 


IN 
THE CONTROLLER 


* 


THE PLACE OF 
THE CONTROLLER 
IN MANAGEMENT PLANNING 


PART I—by T. F. Bradshaw 
PART Il—by John V. van Pelt Ill 


cated. Neither good organization practice 
nor acceptable controllership would im- 
pose on the controller the responsibility of 
approving or censuring the action of the 
division head in exceeding his budget, or 
even of suggesting a higher budget. This 
area is for the president and his subordi- 
nate to settle between them. The maximum 
that can be said concerning the control- 
ler’s influence in the matter is that the 
clarity of his analysis and his insistence 
that the facts be understood may impel 
the proper action. 

Similar policy will govern the control- 
ler's attitude toward all phases of the op- 
erating plan. He has established it through 
authorized management. In other words, 
they have set their own budgets and fore- 
casts, he has composed of their planning a 
forecast of operations, and he is now en- 
gaged in measuring performance against 
the plan. His modus operandi is ““manage- 
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ment by exception.’ The point where per- 
formance fails to conform to the approved 
plan attracts his scrutiny and the pertinent 
facts are reported at once to all levels of 
management concerned. Thus corrections 
can be made, either in future performance 
or in the plan itself if that is taulty or im- 
possible of fulfillment. Controllership has 
done its job. Responsible management has 
its controls. Now it must use them. 


VALIDITY AND EFFECTIVENESS 
If, after studying the first two items in 

the stated function of controllership 

brought forth by the Institute, there is any 
doubt about the controller's right and duty 
to think and talk about any phase what- 
ever of the operations of his company, such 

a doubt should be utterly dispelled by 

point three. Within its expansive realm the 

lid is removed and the controller's imagi- 

native and creative powers are released. 

Let me repeat this point: 

3. To measure and report on the validity of 
the objectives of the business and on the 
effectiveness of its policies, organization 
structure and procedures in attaining those 
objectives. This includes consulting with 
all segments of management responsible 
for policy or action concerning any phase 
of the operation of the business as it re- 
lates to the performance of this function. 


Perhaps this is the hardest plank in the 
platform for most controllers to accept. At 
the very least, it demands that they raise 
their eyes from their books, budgets and 
all the other paraphernalia of their trade 
and look out to the horizons of business. 
No one could even begin this assignment 
unless he were a student not only of his 
own business but of other businesses and 
indeed of all business. He may even have 
to leave off analyzing and spend a little 
time dreaming. : 

Is this requirement impractical and ethe- 
real? A little reflection I think will make 
it clear that it is not. Up to this time we 
have considered the controller in the light 
of a measure, reporter and interpreter of 
performance against approved operating 
plans and standards. What about those 
phases of business in which standards have 
not yet been or cannot be established ? Is 
controllership to remain mute in such cir- 
cumstances ? 

Or, to carry the matter a step further, 
who is to raise such questions as should be 
raised as to the validity of the standards 
themselves ? It would seem that controller- 
ship must make absolute judgments as 
well as those which are only relative to a 
standard established by another part of 
management. 

Every company has a large mass of ob- 
jectives—and broadly speaking, it is part 
of the controller's job to reduce these ob- 
jectives to manageable fractions. This he 
does, as already suggested, by means of 
coordinated planning through authorized 

(Continued on page 428) 





“Jobless” Funds at All-Time High 

Reserves available for unemployment insurance benefits 
reached an all-time high of $7.8 billion at the close of 1951, 
according to the National Industrial Conference Board. This, 
the Board notes, would be enough to meet the average an- 
nual postwar cost rate for five and a half years. With the 
single exception of Rhode Island, every state in the union (as 
well as the District of Columbia, Alaska and Hawaii) 
showed a net gain during 1951 in funds available for bene- 
fits. 

In fact, the Board notes, reserves in 19 states today are 
high enough to finance benefits at their 1946-1950 average 
annual cost rate for at least ten years, and in an additional 22 
states for at least five years. On the other hand, Massachu- 
setts and Rhode Island would not be able to meet as much as 
two years’ average postwar costs out of their funds on hand. 

Although postwar experience may not be completely re- 
liable as a measure of relative adequacy of the various state 
funds to meet future costs, it is the best yardstick available, 
short of intensive financing studies on a state-by-state basis. 
While the years 1946-50 were generally prosperous, they in- 
cluded both a period of reconversion unemployment and of 
business recession. Nationally, insured unemployment as a 
percentage of covered employment was about 7% in 1946 
and 1949 and this ratio exceeded 15% in several states. 

The worst postwar unemployment insurance experience, 
generally speaking, occurred in states with a strong concen- 
tration of manufacturing employment and in which a few 
sensitive industries predominate—Massachusetts, Rhode 
Island, New Hampshire, and New York. In California, how- 
ever, which is among the handful of states with the poorest 
showing, manufacturing, represents less than a third of 
covered employment. Here, an expanding labor force and a 
high rate of turnover seem to have been important factors. 

Thirty-one states have undertaken studies of long-range 
benefit financing in order that there may be closer coordina- 
tion of their unemployment insurance costs, contributions 
and reserves in the future. They have been assisted by the 
Federal Bureau of Employment Security which established a 
Financial Studies Branch to work with the states on this 
problem. In addition, a group of state employment adminis- 
trators has tackled the problem of adjusting contributions to 
“fat” and “lean” years, and has brought forth several sugges- 
tions for consideration. 


Insurance: Federal vs. Private 


Federal insurance, provided by such organizations as the 
Social Security Administration, the Civil Service Commis- 
sion’s Retirement System, the Veterans’ Administration and 
others, may well pass the do!lar amounts underwritten by all 
the private insurance companies in the country, according to 
a recent issue of Tax Review, published by Tax Foundation 

The most recent estimates for the end of 1950 show that 
government underwritten insurance totaled $252 billions on 
December 31, 1950, against $245 billions of privately writ- 
ten insurance. Estimates are that life insurance in force under 
the various governmental agencies is likely to run as high as 
$325 billions by the end of this year, against, perhaps, $296 
billions in force under private insurance policies. 


One Horsepower Customer 


Shades of 1890 transportation blend with 1952 banking 
facilities as W. L. Cornell, Parma, Ohio, realtor does busi- 
ness at the Diebold drive-up window of the Parma branch ot 


the South Side Savings & Loan Co. branch. Cornell's mare, 
Sugar, waits patiently as Mr. Cornell makes a deposit—pre- 
sumably toward a fund for an auto. 


Electronic “Genesis” 

Faced, as we apparently are, with this brave new and fabu- 
lously complicated world of electronics, it is interesting to 
find a note of humility in all this talk about computers that 
can handle 100,000 additions, 1,200 divisions or 2,000 mul- 
tiplications per second. 

Discussing such tools of the modern scientist, J. Robert 
Oppenheimer, of Princeton's Institute of Advanced Study, 
recently stated that nothing will ever take the place of the 
primary tool of the theoretical physicist. Motioning to an ob- 
ject on the wall beside the electronic computer's complex 
machinery, he pointed to that “primary tool’’—a pencil 
sharpener! —PAUL HAASE 
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You can feed documents by the hand- You have this choice of reduction ratios when photograph- 
ful. The built-in automatic feeder elim- ing documents in the Recordak Bantam Microfilmer . . . 
inates individual handling . . . enables and you can change from one type of recording to another 
you to take over 500 pictures per in a matter of minutes—simply by substituting the desired 
minute. type of lens kit in the camera. 





... the “desk-top” microfilmer that gives you 
more pictures per foot of film... at sensational speeds 








Now ... you can record 

up to 48,000 3 x 5 inch 

cards ... up to 10,700 

letters on a 100 ft. roll of 16mm. 

Recordak Microfilm—the 

greatest number of pictures 

ever... at the lowest film 

cost per picture! And the Recordak Bantam 
Microfilmer does more than cut film costs. 

It features a built-in automatic feeder which 
whisks over 500 cards into the microfilmer 
per minute; over 200 letter-size documents. 
And as for convenience—look at its compact- 
ness . . . less than 4 sq. ft. of desk space is 
required . . . everything’s at the operator’s 
finger tips—the feeding tray and the receiving 
tray, for example, only inches apart. 

Versatility Plus 
Documents up to 11 inches wide, any length, 
can be photographed at varying reduction 
ratios to suit your convenience. For example, 
legal-size papers can be photographed at a 40-1 


**Recordak” is a trade-mark 


reduction ratio, which gives you maximum 
film economy; also at reduction ratios of 24-1 
and 19-1, using readily interchangeable lens 
kits.* Documents less than 9 inches wide can, 
in addition, be photographed at a 32-1 reduc- 
tion ratio with an accessory lens kit.* 


Buy or rent at these low prices 


The Recordak Bantam Microfilmer (with one 
lens kit) and its companion piece, the Recordak 
Film Reader (Model P-40), can be purchased 
outright for $2225. And one year of service— 
including parts replacement—will be provided 
at no extra cost. 

The rental cost for this combination is $43.50 
per month . . . with no extra charge for servic- 
ing or necessary parts replacement. 

r ry 7 
Write today for complete information on 
the Recordak Bantam Microfilmer. Recordak 
Corporation (Subsidiary of Eastman Kodak 
Company), 444 Madison Avenue, New York 
22, N.Y. 


All prices quoted are subject to change without notice. 


*accessory equipment at slight extra charge 
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You can record all documents up to 
11 inches wide, any length, in the 
Recordak Bantam Microfilmer. Thus, 
deeds, legal-size documents, ete., can be 
recorded as well as your smaller items. 


Your film records will be enlarged 
sharp and clear in the Recordak Film 
Reader (Model P-40). 
facsimile prints can also be produced 
quickly —directly from your microfilms, 
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Today's Need for Executive Evaluation and Compensation 


Excerpts from an address by Austin M. Fisher, partner in 
Fisher, Rudge & Neblett, New York industrial relations 
consultants, presented at the 1952 Midwestern Conference 
of Controllers Institute of America, May 27, Cincinnati. 


LL AUTHORITATIVE WAGE STATISTICS 
A point to the inescapable conclusion 
that the executive is the most underpaid 
worker in American business. Income taxes 
and inflation, combined with near-sighted 
corporate salary policies, have demon- 
strated that intelligence, experience, re- 
sourcefulness, initiative and creativeness do 
not call for the same standard of compen- 
sation as they did 12 years ago. Alone 
among wage earners, the executive today 
has a lower standard of living than he did 
in 1940. 

A few examples will dramatically dem- 
onstrate the point. The office manager with 
three dependents who earned $5,000 in 
1940 must today earn $9,400 to main- 
tain his purchasing power. The chief ac- 
countant who earned $10,000 in 1940 
must today carn $19,500. The comptrol- 
ler who earned $15,000 in 1940 must to- 


day earn $31,400. The treasurer who 
earned $25,000 in 1940 must today earn 
$59,100. The vice president in charge of 
finance who earned $50,000 in 1940 must 
today earn $136,700, and the corporation 
president who earned $100,000 in 1940 
must today earn $451,400. 

While discriminatory income taxes are 
responsible to a large degree for this con- 
dition, we cannot blame all our ills on Con- 
gress or the White House. Poor corporate 
salary policies have contributed in large 
measure to this situation. For example, 
a study! of 250 representative companies 
shows that during the period 1945 through 
1950 corporate officers on the average in- 
creased their earnings by less than 16 per 
cent. Compared to this showing, these 
same companies enjoyed an increase of 
130 per cent in net income.' Also during 
this same period the cost of living rose 43 
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per cent and the average industrial worker 
increased his earnings by 49 per cent.* 

A further analysis of this same group of 
companies discloses that during the period 
1949 through 1950, net profits increased 
30 per cent, whereas corporate officers’ 
salaries increased only 6 per cent. One can 
reasonably state, therefore, that the aver- 
age executive's salary in most instances has 
not kept abreast of the cost-of-living spiral, 
and that his percentage rate of progress has 
been substantially less than those of his 
white-collar and production worker con- 
temporaries. 

Primarily, this condition is due to the 
fact that the average corporation does not 
have an organized salary program for its 
management personnel. Lack of such or- 
ganization makes the complex problem of 
establishing appropriate executive salaries 
exceedingly dithcult. Without objectives, 
without administrative controls, executive 
salaries tend to drift into a mire of inequi- 
ties, both in terms of internal as well as ex- 
ternal salary comparisons. This magnifies 
the problem of managerial attitudes, en- 
courages piracy, and creates an atmosphere 
in which the calibre of management per- 
sonnel will decline in proportion to how 
rapidly the percentage differential nar- 
rows between the salaries of executive and 
routine personnel. Thus it becomes ex- 
ceedingly important to organize executive 
salaries within a formal framework, so that 
the individual company can determine ob- 
jectively how good or how bad its execu- 
tive compensation policies are. 

Such organization is developed through 
(a) the establishment of a hierarchy of ex- 
ecutive positions based on their func- 
tional content, and (b) the establishment 
of salary levels for this hierarchy which 
compensate for skill and responsibility. 
Such a formal structure, with broad ranges 
between grades to provide for merit in- 
creases, will eliminate intracompany sal- 
ary inequities. It will establish a practical 
hierarchy of managerial positions, and it 
will provide the company with the founda- 
tion to develop controls over basic pay for 
a position, over merit adjustments and 
over promotional opportunity within a 
given department or the company as a 
whole. 

In building such a structure, intra-in- 
dustry and intercommunity inequities 

‘Executive Compensation Service—Annual 
Survey 1950-51 and Annual Survey 1951-52, 
American Management Association, 

* Bureau of Labor Statistics. 





should be removed by determining the 
adequacy of the salary levels. It might be 
assumed that such adequacy could be de- 
termined by examination of community 
standards. However, if we put ourselves 
in the position of a board of directors con- 
sidering the salary of our company’s presi- 
dent, I am sure we would ask such ques- 
tions as: 

How much profit did he make for us 
last year? 

How is it that our competitor down the 
street, with greater profits, pays its man 
less than we do, while our competitor on 
the Coast, with lower profits, pays its prest- 
dent more? 

If we increase our man, won't we have 
to make other adjustments down the line? 


Without question, such consitlerations 
enter into this picture. Considerable re- 
search by the American Management Asso- 
ciation, the National Industrial Confer- 
ence Board and our own firm discloses that 
the variables of profit, sales volume and 
type of industry are very important in de- 
termining corporate officers’ salaries. Re- 
liable information can also be obtained by 
studying the salaries of the industry of 
which the company is a part. 

The National Industrial Conference 
Board and the American Management As- 
sociation have developed considerable in- 
formation by industry regarding corpo- 
rate officers’ salaries. This information is 
broken down into sales and profit brack- 
ets so that a company can not only compare 
itself to its industry in general, but also 
can compare itself to companies with simi- 
lar sales or profit pictures. 

We believe, however, that such com- 
parisons have limited usefulness without 
an analysis of officer salaries of competi- 
tive companies. Such an analysis should 
not only include sales and profits, but 
should also cover the relationship of prof- 
its to sales (profit margins) over a reason- 
able period of time. Profit margins will 
tell us something about the effectiveness 
of our company’s administration and 
whether or not we are comparing ourselves 
to growing, static or dying companies. It 
is only by such a broad analysis that we 
can determine the adequacy of our corpo- 
rate officers’ salaries. 

We must also utilize this information 
to judge the adequacy of salaries of 
other managerial positions. To aid us we 
have two useful tools, the first being the 
consistent percentage relationship exist- 
ing between the compensation of the 
corporation’s president and some of 
its major executive classifications, as 
brought out by the American Manage- 
ment Association. For example, by re- 
garding the president's salary as 100 per 
cent, it was found that the salary of the 
top financial officer consistently equalled 
43 per cent of that figure; the salary of 
the treasurer equalled 27 per cent; the 
controller's 25 per cent,? and the top 
advertising executive, 21 per cent. Us- 
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ing these relationships, after determin- 
ing the level of the major executive's 
salary, one can establish appropriate sal- 
ary relationships for some of the other 
major positions. 

The second tool is evaluation itself. 
After establishing salary levels for the 
above key positions, we can use evalua- 
tion to relate all other managerial posi- 
tions to such salaries. 

Within the limitations of salary stabi- 
lization, such planning and policy for- 
mulation relating to managerial salaries 
should lead to a program that will (1) 
eliminate intracompany and industry 
salary inequities; (2) provide automatic 





and uniform adjustments to meet the 
impact of inflation; (3) provide peri- 
odic objective reviews of individual per- 
formance, and (4) establish a workable 
relationship between executive salaries 
and corporate salaries, profits and profit 
margins. 

It is only through such fundamental 
thinking and policy determination that 
the driving force behind American en- 
terprise can be continually stimulated 
ubanndie remunerated. 


* Related reading: “Setting Salaries in the 
Controller's Department”’—published by Con- 
trollership Foundation, 1950. New York. Re- 
viewed in the June 1950 issue of THE CON- 
TROLLER, p. 260. 
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The Controllership Function 
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management. The import of the point we 
are discussing is that it is also his province 
to question the validity of that planning 
if in his judgment it deserves questioning ; 
and he is entitled to the ear of top manage- 
ment in doing so 

It should now be clear that this preroga- 
tive is indispensable to the independence 
and range of thought and action which the 
controller must possess. It is only a short 
step further to say that the validity of the 
grand objectives of the business—its prod- 
uct planning, market development and re- 
search for instance—must also fall within 
his purview, for the full expression of the 
idea demands complete subject matter. 

As to the effectiveness of policies, or- 
ganization structure and procedures for 
the attainment of objectives, controller- 
ship must ultimately firmly insist on the 
right to appraise. How many times has 
the controller—or one of his lieutenants 
such as a budget master—assiduously 
tracked down a failure to perform to stand- 
ard only to find a faulty policy at the root 
of the trouble? How many times, in es- 
tablishing the procedures needed for sound 
budget administration, has he been con- 
fronted with a confused and hazy bit of 
organization structure, which had to be 
righted in order to give meaning to the 
bud get ? 

The times are countless—yet the con- 
troller cannot indulge the luxury of frus- 
tration at this point. He must deftly, 
gently criticize and repair, enlisting direct 
line executive help at whatever level it 
may be needed. He must, in fact, grad- 
ually create universal recognition of the 
idea that “any phase of the operation of 


the business”’ is his business; and he must 
do it with the minimum of offense 

The summation of point number three, 
then is contained in a few words typical of 
the whole case—that on no matter what 
level of controllership we happen to be 
working, we must go further than to say 
that performance failed to meet the stand- 
ard. We must also ask whether the stand- 
ard itself makes sense, and we must pursue 
that question through all the intricacies of 
the organization until the answer is clear 
to all concerned. 


GOVERNMENT REPORTING 
AND TAXES 

In terms of immediate profit, the con- 
troller’s responsibilities in the area of gov- 
ernment reporting and taxes rightfully 
demand a high priority on his time and en- 
ergies. It is precisely for this reason—that 
the yield from this kind of effort is so im- 
mediate and tangible—that this function 
frequently tends to occupy the spotlight to 
the exclusion of those more fundamentally 
significant activities which have already 
been described. The urgency of decisions 
in the field of taxes emphasizes this tend- 
ency, and the net result is that too often the 
controller finds himself almost completely 
absorbed in these problems, to the neg- 
lect of the area of planning and control 
which are so vital to the contribution he 
makes to his company. 

Nor can the controller easily delegate 
this task. There are too many major com- 
pany policies laden with tax implications. 
The amortization of emergency facilities 
is a current example. The effect of divi- 
dend policy on the excess profit credit is 
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another. Every controller is familiar with 
the persistent problem of considering the 
tax rate for the forthcoming year in order 
that management may decide intelligently 
whether an expenditure could more profit- 
ably be made this year or next. The exam- 
ples could be multiplied indefinitely, but 
these will suffice to illustrate the rather 
comprehensive understanding of tax law 
and Internal Revenue Bureau practice 
which the controller must have in order to 
administer his company’s tax policy. 
The Institute's statement of point four 
in the list of functions is so simple as al- 
most to conceal the breadth of its scope: 


4. To report to government agencies, as re- 
quired, and to supervise all matters relat- 
ing to taxes. 


The reporting to government agencies 
“as required” implies a broad but not ex- 
clusive delegation of duty. In the complex 
business life we are living, in which nearly 
every phase of a company’s activities 
touches the exercise of governmental au- 
thority at some point, certain executives 
other than the controller may be required 
to do some reporting. In such cases, the 
most satisfactory solution would seem to 
be a system of referral of such reports to 
the controller's staff for review in advance 
of filing, for the purpose of insuring con- 
sistency and coordination in all of the in- 
formation concerning the business which 
moves out and into the hands of govern- 
ment or civic agencies. Required reporting 
of employment, wage rates, and so on 
might fall in this category. 

It is almost self-evident that the closer 
the subject matter to be reported comes to 
the general category of financial and ac- 
counting data, the more clear it must be 
that it falls to the controller and his staff 
to perform the task. 

Reports to the Securities and Exchange 
Commission, the Department of Com- 
merce and the Treasury Department are 
the traditional responsibility of the con- 
troller, and rightfully so. This leads di- 
rectly into the field of taxation, in which 
the controller, by training and long-es- 
tablished practice, is recognized as the of- 
ficer best qualified to do the job. In doing 
so, of course, he will rely heavily on experi- 
enced tax technicians, either on his own 
staff or in the public accounting field. 

The Institute's specification that the con- 
troller is “to supervise all matters relat- 
ing to taxes’ is somewhat vague; I think 
deliberately so. It was quite evidently in- 
tended to be large enough to embrace an 
area of tax activity performed by most con- 
trollers which could well be excluded from 
1 strict definition of controllership. I refer 
to the negotiation of tax settlements. 

Many controllers conclude such settle- 
ments with the Commissioner of Internal 
Revenue, after carrying on all of the re- 
quired negotiations, and I think we must 
accept the fact that such an arrangement 

(Continued on page 430) 
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may be the most practical one, and that it 
usually brings into operation in behalf of 
the company the personnel best qualified 
for the task. At the same time, we must rec- 
ognize that this duty is not entirely con- 
sistent with the rather highly refined staff 
status of controllership. From the stand- 
point of pure controllership, other execu- 
tives should negotiate a tax settlement 
under the same set of principles that gov- 
erns the negotiation of the purchase of raw 
materials, the rental of plant facilities or a 
union contract. 

General practice, however, has pretty 
well set the scene. In the majority of places, 
it is understood that the controller will as- 
sume the tax negotiating job, and indeed 
no one else seems to have the slightest dis- 
position to undertake it. This generaliza- 
tion does not hold good everywhere and 
especially in the larger companies there 
has been a tendency to place the burden of 
tax negotiation in the hands of some other 
financial officer. 

When the controller performs this of- 
fice, he is faced with establishing a pro- 
cedure and an understanding with his top 
management under which he has clear con- 
ception of the extent of his authority in 
agreeing to negotiated settlements, and of 
the boundaries beyond which he must get 





INSURANCE 


Chicas 


Minneapolis Detroit Boston 


St. Louis Indianapolis Montreal 


Washington Tulsa Phoenix 





PLANNED PROTECTION 


for Your Business 


The death of a principal executive can create serious problems 
for your company. Well-planned life insurance protection, realis- 
tically established beforehand, can serve well in obviating or 
solving these problems. Write on your business letterhead for a 
copy of our brochure, ‘‘Planning a Sound Business Life Insur- 


ance Program for Your Company.” 


Marsu & McLENNAN 


INCORPORATEO 
BROKERS e¢ CONSULTING 
S. La Salle St. New York, 70 Pine St. 
Los Angeles 
St. Paut 


Milwaukee 


ACTUARIES 


San Francisco, Russ Bldg. 


Toronto Pittsburgh Seattle Vancouver 


Duluth Portland Buffalo 
Cleveland 


Atlanta 


London 


Havana 








specific approvals. If he is wise, he will 
lean rather heavily on the side of enlisting 
the concurrence of the chief executive of- 
ficer of his company in tax settlements 
which he negotiates. Only in this way can 
he hope to avoid a certain corrosion of that 
objectivity and detachment with which he 
views the operations of his company and 
which is his stock in trade in the practice 
of controllership. He must remember that 
every assumption of direct power vitiates 
correspondingly the vast indirect potential 
that goes with his staff status. 

It will be obvious that the foregoing 
comments apply with equal validity to 
certain areas of what might be called finan- 
cial negotiation other than taxes. Rene- 
gotiation is a case in point, as well as de- 
fense contract termination settlements. 
Many controllers have been drawn into 
the conduct of such negotiations and into 
a considerable measure of responsibility 
for settlements as well. This development, 
of course, is a logical outgrowth of his 
complete familiarity with the figures in- 
volved, but he should protect himself with 
an adequate understanding as to his limit 
of authority and in addition will find it 
profitable, both to the discharge of his of- 
fice and to the settlement he is negotiating, 
to include operating management in the 
negotiating team whenever possible. 
Above all, he should keep his president 
informed of his actions and insist on hav- 
ing his decisions ratified. 

I have alluded in the first paragraph un- 
der this point to the heart of the control- 
lership service in the tax field—the im- 
mense value that can come from preventive 
tax planning. It is the task of controller- 
ship not only to scrutinize every contem- 
plated move from the tax standpoint, but 
sometimes even to initiate thinking con- 
cerning possible operating decisions which 
may have tax benefits. 

The importance of this activity cannot 
be exaggerated. The controller must, by 
consistent process of education, create an 
atmosphere of tax consciousness in his or- 
ganization and inculcate the broad out- 
lines of tax philosophy among his asso- 
ciates. It must become a matter of instinct 
for the operating heads of his business to 
refer to him in advance of decision the 
essential facts concerning proposed moves 
and transactions. Naturally, he should be 
in a position to have knowledge concern- 
ing the company’s planning at a very early 
stage in its development for the purposes 
of his own planning and coordinating as- 
signment, but the tax aspect requires spe- 
cial cultivation. 

This important area is explored in con- 
siderable detail in a recent study issued by 
Controllership Foundation, ‘Management 
Planning for Corporate Taxes.” The em- 
phasis of the study is not placed on ways 
of saving taxes—a subject which is cov- 
ered in far more detail by the various tax 
services—but rather on the needs of the 
organization for recognizing tax situations 
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in ordinary operations before it is too late, 
and in consciously organizing to consider 
them. The controller is the key figure in 
this process. 


EXTERNAL INFLUENCES 
The fiery test of controllership is its 
capacity to interpret economic, social and 
governmental influences and to harness 
this know-how to the service of the indi- 
vidual company. It is probable that rela- 
tively few controllers accept the full re- 
sponsibility laid down in point number 
five. It is only fair to say that in very 
few organizations is the controller charged 
with the duty of performing this service. 
Let us re-examine the statement of this 
responsibility as set forth by the Institute: 
5. To interpret and report on the effect of 
external influences on the attainment of 
the objectives of the business. This func- 
tion includes the continuous appraisal of 
economic and social forces and of govern- 
mental influences as they affect the opera- 
tions of the business. 


In case this area of activity should ap- 
pear to any one to be without the scope of 
controllership, let me inquire if he has 
been faced in recent years with the task of 
deciding whether or not his company could 
profitably adopt the LIFo basis of inventory 
valuation. After he has made his extensive 
study of the technical aspects of the prob- 
lem, including the tax Sains to be de- 
rived from the application of LIFO to vari- 
out segments of inventory—under certain 
sets of assumptions as to price trends of 
course—what then? He has had to face 
the inexorable decision as to whether com- 
modity prices and labor rates in his busi- 
ness can be expected to rise or fall, or do 
each consecutively, and to what extent. No 
LIFO decision can be made without facing 
this issue squarely, and the issue cannot be 
faced without an intelligent appreciation 
of the economics of the country and the 
industry. 

Perhaps this example will make it clear 
that controllership cannot bury itself in the 
sand with respect to economics. In a much 
broader sense, however, careful examina- 
tion of his other responsibilities makes it 
evident that he cannot discharge them ef- 
fectively without continuously appraising 
them to the best of his ability and report- 
ing them regularly within his management. 

The very act of agreeing upon a forecast 
of sales volume implies some knowledge 
of the economic future. An informed re- 
porting on performance against such a 
forecast requires it. Certainly any adven- 
ture into the validity of the objectives of 
the business would be ill-conceived with- 
out basic equipment in the field of applied 
economics. Nor can the controller ignore 
the basic social and governmental evolu- 
tions taking place before his eyes. Whether 
he likes them or not, he must be aware that 
they are affecting his business, and he must 
appraise the extent of their influence. 


(Continued on page 432) 
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This is not to suggest that the control- 
ler should be the sole functionary in the 
field of economics. Other members of the 
executive group—notably the president 
and the sales or other executive responsi- 
ble for forecasting—must exercise the 
same kind of intelligence. The point made 
here is that, regardless of the work in this 
line done by other elements of the business, 
controllership must, in order to do a com- 
plete job, accept the assignment of inter- 
preting and reporting on the effect of ex- 
ternal influences on the attainment of the 
objectives of the business. It must not re- 
strict its opportunities by failing to look 
outside as well as inside the immediate 
business operation for answers to the 
fundamental questions of business man- 
agement. 

There is some evidence of increasing 
awareness of these facts on the part of con- 
trollers. Some of them have, under the 
prod of unsolved problems, broadened 
their reading and listening into those fields 
which have made them more sensitive to 
the changing currents in the economic and 
social picture. Some companies, under the 
stimulus of controllership, have turned 
their thinking outward through connec- 
tions with consulting economists. Others 
have added economists to their staffs, and 
in a number of instances these men have 
been assigned to the direction of the con- 
troller in order to insure objective presen- 
tation of the economic picture for all of 
management. 

This need, for guidance in a complicated 
field, for controllers already overburdened, 
must be solved in the manner most suitable 
to the individual business. The acceptance 
of the responsibility outlined in point num- 
ber five is today’s leading challenge to the 
initiative and resources of controllership. 


PROTECTION FOR THE ASSETS 

Here we return to charted waters. Practi- 
cally all controllers and most of their as- 
sistants enjoy an unimpeachable mastery of 
the Institute's point six, which reads as fol- 
lows: 


a 


. To provide protection for the assets of the 
business. This function includes establish- 
ing and maintaining adequate internal con- 
trol and auditing, and assuring proper in- 
surance coverage. 


The elements of this responsibility which 
are of particular interest in the current stage 
of development of controllership are those 
in which the specified responsibility is func- 
tionally discharged. The provision of 
proper insurance coverage is an example. It 
is not vital that the direct responsibility for 
determining an amount of insurance cov- 
erage required and for purchasing that cov- 
erage be lodged in the controller's office. It 
is essential, however, that, regardless of 








who buys the insurance, the controller be 
given the latitude required to make an in- 
dependent judgment as to the insurance 
needs of the company. By proper organiza- 
tion arrangement, he must, at the very 
least, report his findings on this subject 
to the president. If he feels that the in- 
surance coverage is inadequate, it is his 
duty to insist that the defect be remedied, 
the only acceptable alternative being an 
explicit overruling of his recommendation. 

To a lesser degree, the same comments 
apply to the maintenance of adequate in- 
ternal control. Much of the procedure re- 
| for proper internal control may be 
ound within the controller's own organi- 
zation, but his specifications on this point 
must be respected wherever assets of the 
company exist. For example, a branch 
plant cost accounting department might 
well report direct to oe manager, but 
internal control procedures therein (as 
well as procedures of cost determination, 
etc.) should be the functional responsi- 
bility of the controller, and he must be 
equipped with organization arrangements 
which will permit him to exercise such 
authority. 

Internal auditing is properly an exten- 
sion of the techniques of internal control. 
It belongs unquestionably in the sphere of 
controllership activity. In some companies, 
for reasons peculiar thereto, the auditing 
function has been set up to report to the 
president or even to the Board of Direc- 
tors. Assuming the presence of muaennnes 
controllership, and an annual audit by an 
independent firm of public accountants, 
such an arrangement ts neither necessary 
nor desirable. 

The broad responsibility of providing 
protection for the assets of the business de- 
mands the careful attention of the control- 
ler, as well as a fair share of his administra- 
tive time. It is a duty which cannot be 
neglected, but must not be permitted to en- 
danger the performance of those infinitely 
more vital services described in the other 
points in the Institute’s concept of control- 
lership. The fairly liberal use of the serv- 
ices of insurance consultants and public 
accountants will frequently make it possi- 
ble to carry on these activities effectively 
with a minimum of time invested. 


ORGANIZATION STATUS 

The cultivation of controllership re- 
quires a favorable climate—else it will not 
bear fruit. The status of the controller 
within his organization—regardless of his 
titlke—must be such that the principle he 
embodies may be given full expression. 

This matter has been discussed and de- 
bated at great length. In recent years it has 
become evident that a statement of the 
proper organization status of the control- 
ler was badly needed. Controllers Insti- 
tute of America undertook the task of con- 
structing such a statement, by referring the 
problem to the committee, mentioned ear- 


(Concluded on page 434) 
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as it may request. 


~ 


lier in this paper, which prepared the In- 
stitute’s concept of the controllership func- 
tion.* The statement of the organization 
status of the controller which that commit- 
tee evolved, and which was subsequently 
accepted by the Board of Directors is as 
follows: 


to be heard. 


i. The controller should be an executive offi- 
cer at the policy-making level responsible 
directly to the chief executive officer of 
the business. His appointment or removal 
should require the approval of the Board 
of Directors. 

2. The controller should be required by the 


Board of Directors to present directly pe- 
* Copte f “Answering Your Questions 
About Controllers In America” are 
avatlable by addressing requests to Committees 
Secretary, Controllers Institute of America, One 


East Forty-second Street, New York 17, N. Y. 


titute of 





Organization 


an address by John L. Burns, 
coordinating partner of eastern activities for 
Booz, Allen & Hamilton, New York manage- 
ment consultants, presented at the 1952 Mid- 
western “Conference of Controllers Institute. 


Excerpts }Vrom 


“Bg nse means making sure that actual results conform to 
desired results. It involves three basic elements—setting 
standards of satisfactory performance; checking results to see 
how they compare with the standards, and taking corrective 
action when actual results do not meet the standards. 

This is a broad concept of control and it applies not only to 
the controller. Business executives generally use a wide va- 
riety of standards. There are quality standards for products; 
standards for production and selling expenses; standards for 
selecting employes, standards of output, and many others. 
Sometimes they are specific, such as dimension tolerances on 
ball bearings; at other times they are necessarily general, such 
as performance standards for an advertising manager. 

There are three authority relationships in most organiza- 
line, staff and functional. 

Line authority is the common relationship of 
his boss 


tions 
y an employe and 
superior, subordinate. 

The concept of staff relationship is one of advice and assistance. 
A staff man has no authority in his own name, but only when 
he speaks in the name of the person whom he assists. If a staft 
assistant is given a number of people to help him, the group 
becomes a service div 1s10n, 

Functional authority is authority over methods but not over 
execution, as in the case of a personnel director, who is responsible 
for wage and salary administration but has no authority over the 
people in the plant 

The controller, in most cases, is a major executive at the 
same organizational level as the other divisional executives 
of the company, and is an integral part of top management. He 
is the only executive other than the president who, by the very 
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riodic reports covering the operating re- 
sults and financial condition of the busi- 
ness, together with such other information 


. The controller should preferably be a 
member of the Board of Directors, and all 
other top policy-making groups. At a 
minimum he should be invited to attend 
all meetings of such groups with the right 


It will have become evident by this time 
that, just as not all controllers are discharg- 
ing fully the proper functions of control- 
lership, so not all controllers are placed in 
the ideal relationship to the chief execu- 
tive officers and Boards of Directors of 
their companies. It is natural that this 
should be so, considering the relative new- 
ness of the modern concept of controller- 
ship which we are discussing. The impor- 
tant thing, in any given situation, is not so 
much whether the ideal has been reached 
as whether the perfect concept is gaining 
acceptance from year to year in the minds 
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of the controller, his associates, his staff, 
his top management, his Board. There is 
no one in this field who cannot gain from 
a study of and an adherence to the princi- 
ples involved, for by this course these ideas 
gradually but surely find expression in the 
affairs of the business. 

It should also be clear that the exercise 
of the controllership functions and the 
achievement of proper Organization status 
do not usurp the slightest prerogative of 
operating management or of the president. 
If the controller does his job skillfully, he 
will never hear such an accusation. He is 
properly a member of ens staff. 
He may carry the title of vice president, 
but should not be considered an assistant to 
the president in the sense in which that 
designation is usually intended. He must 
be particularly aware of the need to avoid 
the impression of actually making the de- 
cisions for which others are responsible, 
though he can and should consciously in- 
fluence those decisions by the impartial 
presentation of fact. 


nature of his work, is equipped to perceive the broad over-all 
picture of the company. Having no direct operating responsi- 
bilities, he should be able to take an objective view of the com- 
pany’s operating problems and can supply the president and 
other major executives with sound recommendations sup- 
ported by careful analysis and objective reasoning. 

The controller's department has some of the features of 
both an operating division and a service division. The operat- 
ing activities include keeping records, paying bills, receiving 
cash, preparing invoices and maintaining the office—in short, 
all routine accounting work. The service activities consist of 
basic planning, special control reports, advice on various as- 
pects of the business, including taxes and budgets, and special- 
ized assistance in the development and installation of pro- 
grams for cost reduction, methods and procedures and other 
control projects. 

The controller maintains a line relationship and therefore 
has line authority over the members of his own department. 
He provides advice and assistance to the other members of top 
management, and therefore bears a staff relationship to them. 
And he prescribes methods of accounting, reporting and other 
procedures, and therefore has a functional authority rela- 
tionship with all the other members of the organization. Gen- 
erally speaking, no other major executive maintains such com- 
posite relationships within an organization. 

How well has the controller measured up to what is ex- 
pected of him? Research by our firm brought to light such 
criticisms as the following: 





1. Controllers submit too many historic reports, i.e. those 
which merely relate what has taken place, as compared 
with diagnostic reports which highlight the areas where 
corrective action must be taken immediately. Further- 
more, management would rather have approximate data 
that is prompt than accurate data after it has become too 
late to be of value. 

2. Controllers are too negative in their approach—too 
prone to say “why you can’t” rather than “how you may.” 
They are accused of knowing how to pinch pennies but 
not how to spend them. The best way to counteract this 








QUALIFICATIONS 


Perhaps the qualifications of tempera- 
ment exceed in importance those of edu- 
cation and training for controllership. In 
any case, it is safe to say that many well- 
educated and well-trained men fail to ad- 
just happily to the subtleties of the con- 
trollership attitude. 

Probably the most frequent pitfall is the 
temptation to overreach and take over too 
many responsibilities, some of them in 
conflict with operating managers. Even 
with a clear concept of the job at hand, 
some controllers at short of the mark 
through failure to provide themselves with 
an adequate staff and to delegate sufficient 
of their duties to keep them free to study 
the top level needs of the business. 

The maintenance of an adequate staff 
naturally requires some selling, since, like 
his brothers in operating areas of the busi- 
ness, he must presumably justify his ex- 
penditures. Because he has only intangibles 
to sell, he needs to display a salesmanship 
as highly developed as any sales manager. 


His service must prove its worth from day 
to day, and he must eradicate any incipient 
doubts concerning his need for staff men 
to carry the load of details which is mag- 
netically attracted to every able control- 
ler's department. The penalty for failure 
to argue his case skillfully will be an over- 
load of work, congestion in his activities, a 
dimming of his perception, and, ulti- 
mately, the assignment to other staff peo- 
ple of the very duties which form the core 
of the modern controllership concept. 

For the purposes of this review, we shall 
not dwell long on the better-known quali- 
fications for controllership. It is almost 
trite to say that a controller must possess 
an inquiring mind, committed ruthlessly 
to the excision of all falsity, exaggeration, 
misconception and so on, and to the deifi- 
cation of truth. It is obvious that he must 
have an absorbing devotion to orderliness, 
organization, stability and balance. No one 
has ever doubted that he must have an im- 
mense capacity for complex details and a 
talent for collecting, sifting and sorting 


out so that the net result is a simple ex- 
planation to those who need it. It is even 
conceded today that a controller must be 
endowed with creative imagination and 
business vision 

But the high point in the qualifications 
of inspired controllership is the peculiar 
ability of the controller to understand his 
staff status and make the most of it. He can 
‘control’ in the special sense earlier de- 
scribed, so long as he is sufficiently self-ef- 
facing to avoid misunderstanding of his 
motives. He must be strong of character 
but not self-seeking—firm in his judg- 
ments, adamant in his insistence on all of 
the indirect authority incidental to his of- 
fice, but ever willing to contribute freely 
to the thinking and individual develop- 
ment of his associates without yielding to 
the human impulse to claim credit for his 
ideas. Perhaps the controller who can fill 
these somewhat celestial specifications has 
never been found. All of us can at least 
look at the blueprint once in a while and 
continue our efforts to match it. 


Bi 


negative approach is to remember that big dividends re- 
sult from offensive, not defensive, action. A negative ap- 
proach may help to make some dividends larger, or it 
may help to reduce losses, but it will never convert big 
losses into big profits. 

Controllers are not willing enough to recognize that 
theirs is primarily a service function, and that cost con- 
trol actually takes place on the factory floor. In this re- 
spect the controller's title is unfortunate: he does not 
“control”; he reports and advises. The operating men 
do the real controlling, if any is done. 

Controllers become inundated in their own activity and 
do not acquire suthcient understanding of all the func- 
tions of a business. This attitude arises, no doubt, from 
the very nature of the controller's place as an internal 


critic of a company’s operations, but other executives ob- | 


ject that conclusions drawn from figures alone can be 
misleading. 

. Controllers—and this applies to all technical specialists 

are too “jargonistic.”’ All specialists should strive to 

knock the fuzz off their technical terms and get in com- 
munication with men in the shop and the field. Control- 
lers should not underrate the ability of the operating 
personnel to understand figures, provided they are pre- 
sented in simple, readable form. 
Controllers do not do a good job in selling their ideas. 
This applies in two directions—selling ideas to top man- 
agement and selling ideas to men in the shop, including 
the foremen. 


To make a positive approach and to suggest some ways for 
improving the controller's activities, I have developed the fol- 
lowing questions for self-examination. Some of these apply to 
all of top management, some only to the controller 


1. Have I made a conscious effort to learn all the aspects 

of my company’s operations from a first-hand view—by 
getting out in the plant and into our sales territories, 
not merely by interpreting data? 
Do I recognize the service nature of my job and realize 
that most record-keeping and control reports are only 
valuable when they assist someone else in doing his job? 
Am I giving enough time and effort to analysis, as op- 
posed to merely collecting and reporting data? 


Am I attempting to control items that are uncontrol- 
lable, such as arbitary allocations of overhead or invest- 
ments that represent a ‘'sunk’’ cost ? 

Have I “dehydrated” my reports so that I present only 
those key data that are meaningful, timely and which 
emphasize points where corrective action is required ? 
Have I used simple, nontechnical language throughout 
my reports? 

Am I giving enough thought to the problems of selling 
my ideas to top management and to factory and sales 
personnel ? 

Have I consulted with the operating executives to learn 
what they need in the way of information, including 
the non-dollar type of information, and then taken 
steps to provide it? 

Am I able to adapt my control methods and records to 
changing conditions and to a growth or contraction in 
the business ? 

Have I always borne in mind that it is people who are 
important—more important than figures, more impor- 
tant than control, more important than our whole tech- 
nological system ? 

The last of the ten points is the most important. Plans and 
the execution of plans have to be done through people—and 
people are problems. There are usually two people involved 
in every relationship—you and the other guy. When you 
shake it all down, what's your attitude toward the other fel- 
low? That other fellow is management or your associates, or 
whomever you are dealing with. 

Most of us are inclined to be unduly critical, rather than 
helpful. If we could ask ourselves one question with respect to 
attitude, I think it would help us a great deal if we just remind 
ourselves to do it frequently. After you have analyzed your 
problems and after you have gone through a lot of work with 
a person, ask yourself one question, “What can I do to help 
him? What would I do if I were in his place?” 

The big job in getting things done is to use mediocrity well. 
The problem is really to help people, not to criticize them. 
They are the company’s most important asset, one that is not 
represented on the balance sheet 
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J. B. LANTERMAN 
American Steel Foundries 
Chemical, Paint 


Chairman 


Vice 


Conference 





J. A. MCBRIDE, JR. 


Omar, Incorporated New England Mutual Life 
Foods, Beverages and Allied Insurance Co. 
Product Life Insurance 





HOMER lL. 


A. O. SAVAGE 


Standard Oil Company 
(New Jersey 


Mining and Extractive 


NOTE: Picture of WILLIAM H. HURTZMAN, First National Bank of Philadelphia, chairman of the ‘Banking and Investment Conference,” not available 


Controllers Business Show 
Opens October 5 in Detroit 


The business exhibits, staged at the 21st 
Annual Meeting of Controllers Institute 
of America, being held at the Sheraton- 
Cadillac Hotel, Detroit, from October 5-8, 
will be open to visitors on Sunday, October 
5 at 2 p.m. and will be on view throughout 
the entire conference from 9 a.m. to 6 p.m. 

There will be exhibits in the Crystal 
Ballroom and the Italian Garden. The spe- 
cial Business Show Committee, under the 
chairmanship of A. S. Albright, treasurer, 
The Detroit Edison Company, Detroit, 
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T. J. MCCARRICK 
Eastman Kodak Co. 


and 


Industries 





G. E. PERINO F. 





DILLARD 





4 





F. M. HADLEY 
Eli Lilly & Co. 
Allied 


Drugs, Cosmetics and Soaps 





. 





WILLIAM KAHRL 
The Cooper-Bessemer 
Corporation 


Machinery Manufacturing 





S. PAYSON HALL 


The Champion Paper &  Meridith Publishing Company Commonwealth Services, 
Fiber Co. 
Paper Products 


Printing, Publishing and 


Allied 


will be in charge of this phase of the An- 
nual Meeting activities. 

Exhibitors in the 36 booths of the Busi- 
ness Show will include the following: 
ADDRESSOGRAPH - MULTIGRAPH CORPORATION, 

Cleveland 
AMERICAN PERFORATOR Co., Chicag 
AMERICAN PHOTOCOPY EQUIPMENT Co., Chi- 

CazO. 
BLAKE BusINESS MACHINES INC., Detroit 
CHARLES BRUNING COMPANY, INC., 
BURROUGHS ADDING MACHINE Co., 
CHART-PAK, INC., Stamford, Conn 
CoMPTOMETER, Chicago 
Ditro, INCORPORATED, Chicago. 


Chicago 
Detroit. 
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A. GORDON PATTERSON 
The Electric Controller & Mfg. 


Electrical Manufacturing 





L. J. WALLACE 


Merchandising, Wholesaling 
and Retailing 





HAROLD S. KING 


Public U 










JOHN C. BARROWS 
American Surety Co. of 
Co. New York 

Fire and Casualty Insurance 





W. A. WALKER 


Carnegie-Illinois Steel 
Corporation 
Metals Manufacturing 


Spiegel, Inc. 





T. R. PEARY 
Pacific Mills 


Inc. 


tlities Textiles 


DomoreE CHAIR CoMPANY, INC., Elkhart, Ind. 

FRIDEN CALCULATING MACHINE Co., INC., San 
Leandro, Calif. 

THE GRAY MANUFACTURING COMPANY, Hart- 
ford, Conn 


THE HALoiw ComMPANny, Rochester, N. Y. 
INTERNATIONAL BusINESS MACHINES, Neu 
York 


MARCHANT CALCULATING MACHINE COMPANY, 
Oakland, Calif 
THe McBEE CoMPANY, Athens, Ohio 


NATIONAL CASH REGISTER Co., Dayton, Ohio. 
OLIVETTI CORPORATION OF AMERICA, Neu 
York. 


PRINTING SERVICE, INC., Detroit. 

ROYAL TyPEWRITER Co., INC., New York. 

STANDARD MANIFOLD COMPANY, CAscago. 

THOMAS MECHANICAL COLLATOR CORPORA- 
TION, Neu York 








Factors in Machinery Replacement 


— E OF THE FACTORS which should be 
considered when analyzing problems 
of machinery replacement were outlined 
in a recent address before the Society for 
Advancement of Management by Geof- 
frey G. Beard, executive vice president 
of United Engineering and Foundry 
Company, Pittsburgh. Pointing out that 
the facie listed need not all apply to a 
particular replacement, Mr. Beard added 
that analysts will recognize other factors 
not mentioned in the list. He emphasized 
that the economics and problems of ma- 
chinery replacement should receive more 
attention from management than is cur- 
rently being given. 

“The time to replace a machine tool,” 
he said, “is when it can be replaced at a 
profit regardless of age. If the current tax 
situation is such that you can't replace all 
your obsolete machines, at least replace 
those you find can be replaced with the 
greatest return.” 

The eight factors outlined by Mr. Beard 
follow: 


1. Savings in Direct Labor 
The new machine may produce savings 
in direct labor through: — 
Faster speeds. 
Heavier cuts. 
Shorter set-up time. 
Reduction in machine time through au- 
tomatic features. 
Reduction in material handling time, 
direct or indirect. 
In computing the direct labor costs, con- 
sideration should be taken of :— 
Overtime 
Incentives—production bonus 
annual bonus 
profit sharing plans 
Paid vacation 
Social Security Tax 
Insurance and other company-paid bene- 
fits 
Since the above labor costs will vary 
from one employe to another, the analyst 
should multiply the hourly rate by an ap- 
propriate factor reflecting these costs. 


2. Savings in Supervision and Administra- 

tion 

Savings in these costs will only be ac- 
complished when they are eliminated as, 
for example, where machines are bought 
to eliminate a department. In single ma- 
chine analyses these costs can generally be 
excluded. 


3. Maintenance Costs 

Only regular or recurring maintenance 
costs should be considered. The cost to re- 
build should be taken into consideration 
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whenever a rebuild job is being considered 
as an alternative to a new machine. 


4. Cost of Supplies 

Two machines may require different cut- 
ting tools, e.g., high speed steel cutters 
cost less than carbide cutters. Different fix- 
tures and attachments may be involved. 
Differert qualities and quantities of lubri- 
cants, coolants and hydraulic fluids may be 
necessary. 


5. Miscellaneous Cost Items 

Power The annual difference in 
the cost of electricity, gas 
or air should be deter- 
mined. 
The new machine may re- 
quire more or less floor 
space than the old. 
The new machine will be 
subject to higher property 
taxes. 
Differences in cost of an- 
nual fire and casualty in- 
surance should be com- 
puted. 


Floor Space 


Taxes 


Insurance 


6. Quality Factors 

The new machine may improve the 
quality of the product. It should, there- 
fore, be credited with cost savings in sub- 
sequent operations, reduction in scrap, and 
reduction in inspection time. 


7. The Capacity Factor 

If the productive capacity of the new 
machine is greater than the old, and if the 
difference is currently and prospectively 
usable, it should be taken into account in 
determining the old machine's future op- 
erating inferiority. 


8. The Salvage Value of the Old Machine 
An approximation of the salvage valuc 
of the old machine can generally be ob- 
tained through second-hand dealers. How- 
ever, if it is proposed to transfer the ma- 
chine from, say, one plant to another, it is 
not easy to determine its salvage value. In 
this situation the analysts can at best 
“guesstimate’”’ the value, which should not 
be less than the resale value, otherwise it 
would pay to sell rather than transfer. 





CHICAGO - 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
LOS ANGELES 























Stop paying your clerks 


by the mile! 


“Have the facts 
at your fingertips” 






with 


Cardineer 


the world’s most efficient file! 


Carpineer speeds handling 
of every record. Eliminates 
walking, stretching, pull- 
ing, digging for informa- 
tion. 


CARDINEER gives constant 
control of records — the 
record, exposed on three 
sides, allows clerks to sig- 
nal attention to records 
needing action. 


CARDINEER Saves space— 
over 5500 Atel in 3 
square foot area. There 
are many Cardineer fea- 
tures you'll want to inves- 
tigate. Mail the coupon 
today—and get all the facts. 


om ® 


serving business for over 94 years 


!iebold 


record handling systems 
2033 Mulberry Rd., S.E., Canton 2, Ohio 


Send complete information on Cardineer. 


Oe 


( ) !t went @ demonstration of Cardineer, at 
no obligation. 

Nome ............ 

Company .....— healinonisi 

Address 

< . State 


Ma ces csc ee ee ee ee ee ee ee ee ed 


Microfilm * rotary, vertical and visible filing 
equipment * safes, chests and vault doors 


bonk vault equipment * burglar alarms 


Factory branches and dealers in all principal cities 
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BUSINESS FORECASTING* 





By Frank D. Newbury 


Reviewed by J. E. TURNER 
Vice president-treasurer 
Talon, Inc. 

Meadville, Pa. 


Written by a consulting economist and 
former vice president of Westinghouse 
Electric Corporation, this book will be 
most appreciated by businessmen who en- 
joy reading economics and statistics. 

The basis for the book is described in 
the title of the first chapter. ‘‘Forecasitng 

A Tool for Management.’ The author 
indicates that the business man, whether 
large or small, will forecast in one way or 
another. His forecast can be without plan 
and organization, i.e., by “hunch,” or it 
can be made a recognized function of sci- 
entific management. Organized forecasting 
becomes more necessary as a company in- 
creases in size, in the variety of products 
it handles, in the number of different mar- 
kets it supplies, and in the extent of its 
decentralization of management. Good 
planning depends on good forecasting and 
the broad test of good forecasting is 
whether or not it leads to correct man- 
agement decision. 

Chapter 2 points out that business fore- 
casting as a separate function of manage- 
ment is relatively new. It discusses the de- 
velopment of the organization of forecast- 
ing and the need in large corporations for 
a general business and market research 
staff that can have an independent objec- 
tive attitude without being burdened by 
operating responsibilities. 

In Chapters 3 to 6, the author explains 
the concept and use of Gross National 
Product as a quantitative measure of busi- 
ness activity. In this discussion, both the 
sources of Gross National Product and the 
charges against it are explained and illus- 
trated. Pointing out that unless one knows 
why business activity fluctuates it is not 
possible to tell when and to what extent 
it will fluctuate, the author explains the re- 
lation between spending and income and 
the theory of income generation. 


jmpany, 


* Published by McGraw-Hill Book C 
Inc., New York. $4.75 








Chapter 7 concerns itself with the use in 
forecasting of the concept of Gross Na- 
tional Product. Because under the general 
method used to determine Gross National 
Product each major part of the total is esti- 
mated separately, a practical difficulty 
arises in determining the largest compon- 
ent of Gross National Product, i.e., con- 
sumer expenditures. Since statistics have 
revealed a reasonably constant relation- 
ship between investment expenditures (by 
individuals, business concerns, and gov- 
ernment agencies) and Gross National 
Product, Chapter 8 describes a short-cut 
method of forecasting by determining in- 
vestment expenditures. 

Beginning with Chapter 9 and continu- 
ing through Chapter 13, there is discussed 
the second of the two approaches to the 
problems of forecasting. This approach is 
the more common one based on past ex- 
perience, as distinguished from the ap- 
proach outlined in previous chapters based 
on the future plans and intentions of 
spenders. This method while deceptively 
simple and apparently easy to understand 
and apply can be used safely only after 
considerable experience and good busi- 
ness judgment. The methods discussed by 
the author in Chapter 9 consist of trends, 
seasonal variations and correlations. Chap- 
ter 10 discusses the use of the business 
cycle, the analysis of which, the author 
contends, is by far the most important and, 
incidentally, the most controversial way in 
which past business experience can be 
given useful form. Rate of change cycles, 
as a means of obtaining a satisfactory cycli- 
cal fluctuation by one simple percentage 
calculation without calculating trends and 
without seasonal variations, are discussed 
in Chapter 11, together with the limita- 
tions of such methods. 

In Chapter 12, the author explains that 
the most important use of business cycle 
behavior in forecasting is to help the fore- 
caster determine the present position of 
business with respect to the important com- 
posite cycles and then to determine the 
probable timing of the next major change 
in the direction of business. The business 
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Examine FREE! 


A completely new tool for 
handling corporate affairs! 


The Prentice-Hall 


Corporate Treasurer's and 
—— Controller's Handbook 


Never before has so much specific information of direct 
value to the corporate treasurer and controller been as- 
sembled in one single volume! 

Superbly organized for instant reference, the CORPO- 
RATE TREASURER’S AND CONTROLLER'S HAND.- 
BOOK gives you practical pointers on long-term and 
short-term financial planning, on forecasting and inter- 
preting general economic conditions, on developing 
sound budget program. Tells in detail how to control 
Production, Distribution and Plant and Equipment costs. 
Shows systems and procedures for activities that are not 
generally standardized, such as tax and insurance records, 
safeguarding of investments and documents, and reten- 
tion and destruction of business papers. 

Some of the many topics covered are: Setting Stand- 
ard Costs; How to Compute and Use the Breakeven 
Point; Setting Up and Maintaining Inventory Control 
Records; External and Internal Audits; Internal Check 
on Errors and Fraud; Dividend and Surplus Policies; 
Tax Follow-Up and Control; Essentials of Adequate In- 
surance Protection. 

More than twenty-five experts, outstanding in their 
respective fields, have collaborated to give you all the 
facts, forms and examples needed to guide you in every 
phase of your work. They have provided scores of in- 
valuable “how-to-do-it” illustrations. Every time a form 
is mentioned, you can see it. Every time a report is dis- 
cussed, you can look at it. What other books talk about 

this book shows you! 

Drawn from scores of special studies, every single 
method and plan described in this working guide has 
been tested in actual corporate practice; only the most 
up-to-date and efficient have been used. Thus you benefit 
by the most precise techniques available to save yourself 
time and effort and to cut expense substantially in your 
handling of corporate affairs. 





FREE 10-DAY TRIAL 


It costs you nothing to examine this new CORPORATE TREAS 
URER’S AND CONTROLLER'S HANDBOOK for ten full days 
See for yourself how valuable it can be to you. Then send only 
$12.50 plus a few cents for postage and packing, in full pay 
or return the book and owe nothing. Mail the coupon 
copy on this free-trial basis. 


ment 
now to get your 


PRENTICE-HALL, INC. 
Dept. M-C-952 


70 Fifth Avenue New York 11, N. Y. 


PARTIAL CONTENTS: Financial planning—long 
term forecasting. Developing, installing and adminis- 
tering a budget program. Setting standard costs. 
Controlling production, distribution, plant and 
equipment costs. How to compute and use the break- 
even point. Financing. Duties connected with stock 
and bond issues. Systems and practices for control 
of accounts receivable, accounts payable. Analysis 
and interpretation of business results. Tax control 


procedures. Etc., etc. 1280 pages, 6 x 9 inches. $12.50 


esteetertasionbenteniantianinetesteententeeten 


i FREE EXAMINATION COUPON 
Fill in and Mail Today 

Prentice-Hall, Inc., Dept. M-C-952 

70 Fifth Avenue, New York 11, N. Y. 

Send me, for 10 DAYS FREE TRIAL, a copy of the 

CORPORATE TREASURER’S AND CONTROLLER'S 

HANDBOOK. At the end of that t I will either keep 
i remit the pi of $12.50, plus a few cents postage 

re t 


| it an 
, and packing. or rett we nothing 
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THREE REPORTS 
THAT ARE “MUST” READING 
FOR ALL EXECUTIVES! 














Business Consultants: Their 
Uses and Limitations » Management 
Planning for Corporate Taxes - The 

Impact of Budgets on People 


F YOU have these studies already, route them around for 

others to read and profit by. If not, order your copies 
today! Here are some of the reasons why all management 
people should have a turn at these volumes: 


Business Consultants: Their Uses and Limitations ... Based on 
101 interviews in 61 companies, this study examines the arguments 
for and against reliance on consultants in such areas as organiza- 
tion, finance and accounting, production and manufacturing, mar- 
keting and sales. Covers such details as selection, fees, expenses, 
ethical tenets, methods of approach, staff relations, etc. Price $3.00. 
$1.50 to Controllers Institute members. 


Management Planning for Corporate Taxes .. . Drawn from 
over 400 actual cases, this volume weighs the tax effects of decision- 
making in such realms as sales and credits, wages and personnel, 
financing, fixed assets, ete. Not a substitute for commercial tax 
services, it tells how to build tax consciousness and explores ac- 
counting methods and decisions which minimize or postpone the 
tax burdens. Price $4.00. $3.00 to Controllers Institute members. 


The Impact of Budgets on People . . . Helps the controller’s staff 
get better results through better human relations when presenting 
and administering factory budgets. Shows how differences between 
budget people and production personnel can be eliminated, and 
how to win supervisors’ acceptance via genuine participation in the 
budget process. Price $3.00. $1.50 to Controllers Institute members. 


Eight other studies available. Ask for details. 


CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 
ONE EAST FORTY SECOND STREET, NEW YORK 17, N. Y. 








| cycle analysis, as a useful forecasting tool, 
especially for long range forecasting when 
it is used with awareness of its limitations, 
is discussed. 

Chapter 13, is concerned with the most 
generally used index of general activity— 
The Federal Reserve Index. This index is 
a measure of manufacturing and mining 
alone and, not a measure of over-all busi- 
ness activities. While it covers only about 
30% of national income and less than 
25% of total civilian employment, the au- 
thor points out it does cover that part of 
business activity which fluctuates the most 
and, for this reason, it is more significant 
that its small coverage might indicate. 

In the final two chapters, the author dis- 
cusses the more specialized problems of 
price forecasting and sales forecasting. The 
practice of price forecasting, he contends, 
is confined very largely to farm commodi- 
ties and to industrial raw materials for 
which prices are determined by market 
conditions of supply and demand. 

The sales forecast is described as the 
keystone of the structure of planning in a 
manufacturing or trading corporation. 
Sales forecasting methods like forecasts of 
general business activity may be divided 
into two broad classes; i.e., methods de- 
pending on the projection of past experi- 
ence and methods which try to determine 
current and future spending plans of di- 
rect customers and consumers. Examples 
of both of these methods, as used by lead- 
ing companies, are outlined and discussed 
by the author. 

The author has drawn on his wide ex- 
perience to present many illustrations of 
points discussed that tend to make the book 
more readable. It should be of special in- 
terest to those who are concerned with 
either the preparation of forecasts or the 
use of forecasts in determining manage- 
ment policies. 


Epiror’s Note: Mr. Newbury is also 
the author of the study ‘"Business Forecast- 
ing” published by Controllership Founda- 
tion (now out of print). 


OTHER BOOK ENTRIES 


ACCOUNTANT’'S OFFICE MANUAL: How 
TO PLAN AND DEVELOP AN ACCOUNT- 
ING Practice. By Charles S. Rockey. 
Prentice-Hall, Inc., 70 Fifth Avenue, 
New York 11, N. Y. $6.35. 


THE PLANT ACCOUNTING REGULATIONS 
OF THE FEDERAL POWER COMMISSION : 
A Critical Analysis. By Sidney David- 
son. University of Michigan Press, Ann 
Arbor, Mich. $2.00. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD\IAPPRAISAL COMPANY 





BOSTON 6 CHURCH STREET ATLANTA 
PHILADELPHIA NEW YORK. N. Y. CHICAGO 
PITTSBURGH ST. Lous 





THE CONTROLLER * SEPTEMBER, 1952 


Gord-bye, S 
COSTLY OLD 
POSTED ENTRY! 


@ Why rewrite what's already written? Across the country, economy-minded firms are 
using a DITTO-duplicated copy of the invoice itself, in place of the traditional posted ledger 
sheet. This DITTO UNIT ACCOUNTS RECEIVABLE SYSTEM is 50 per cent faster than machine post- 
ing, is free of posting errors, and brings a welcome list of other benefits besides. 


SLASH PAYROLL, SPEED THE JOB 
With this system, posting becomes a simple filing operation; specialists are replaced by file clerks. 
Now no item is buried on a crowded ledger sheet; showing the whole transaction on each sheet, 
no reference to other data is needed. With monthly tabs topping each page the age of any item 
is seen at a glance, and it is simple to take off a quick, accurate trial balance. With credit data 
coded on each page or on cards dropped in front of each one, shipments to approved accounts 


are expedited—no need for credit checking. With duplicates available in seconds, delinquent 
statements are in the mail quickly. What a simple way to save money and speed operations! 


Now posting becomes a simple 
filing operation. 


Here is your accounts receivable 
ledger sheet—a duplicate of the 
invoice. Shows the entire transac- 
tion. Note month tab, space for 
credit code. 








DITTO, incorporated 

2260 W. Harrison St., 

Chicago 12, Ill. 

Gentlemen: Please send me the book, 
“DITTO UNIT ACCOUNTS RECEIVABLE,” 
without cost or obligation to me. 


Nome, Title. 





Company 





Address_ 








City. 


Visit our booth at the Business Show at the 21st Annual Meeting of Controllers Institute. Sheraton-Cadillac Hotel, Detroit, October 5-8. 














Labor Relations Need Mutual Faith 


Mutual faith is the missing ingredient 
in today’s labor-management relations and 
industrialists are “kidding” themselves if 
they think a change in administration will 
solve the problem, Walter H. Wheeler, Jr., 
president of Pitney-Bowes, Inc., of Stam- 
ford, Conn., declared recently. 

The lack of mutual trust and good faith 
in so much of our industrial relations is “‘a 
serious inhibition on the entire industrial 
machine,” Mr. Wheeler said, adding that 
this would be bad enough if it affected only 
those immediately involved but “we all 
know that today it affects the whole 
world.” 

Relating the dilemma to the approaching 
national election in a speech before an au- 


are you 
really the 
business man 
you think 
you are? 


Of course you are! You're in- 
terested In expanding your 
business in every way you can, 
you're curious about new 


dience of management executives and en- 
gineers, Mr. Wheeler said: ‘A more neu- 
tral, less laboristic government might 
provide a more favorable climate for the 
solution, but the problem itself is ours to 
solve—it's our primary job—if we are go- 
ing to qualify for the kind of leadership 
we must have to continue to live in a free 
country.” 

He spoke at the Seventh Annual Time 
Study and Methods Conference jointly 
sponsored by the Society for Advance- 
ment of Management and the management 
division of the American Society of Me- 
chanical Engineers. 

“Time study and methods techniques 
are important,” Mr. Wheeler said, but 


methods, restless for improvement. These are the reasons why you'll be 
interested in the new VUE-FAX*, the Vertical Visible System designed 
to outperform any other method in present use for maintaining important 


business records. 


WRITE TODAY FOR FULL INFORMATION ON HOW VUE-FAX* CAN 
BENEFIT YOUR BUSINESS THRU LOWER COSTS AND IMPROVED 
EFFICIENCY! THE RETURN MAIL WILL BRING YOU SOLUTIONS TO YOUR 


MAJOR RECORD-KEEPING PROBLEMS! 


FASTER FACTS 
WITH VUE-FAX 


CORPORATION 
89 GOLD STREET, Dept. A - NEW YORK 3?, WV. Y. 


Distributed In 


All 


*VIEW CONTROL FACTS 
WITH VUE-FAX. 
(PATENTS PENDING) 


eee mark of identity=- 


notched edges 


Principal Cities 


“your abiding principle must be to be as 
fair in your dealing with employes as hu- 
manly possible, while having the iron to 
say ‘no’ when it needs to be said. Any in- 
centive system will fail—or be only frac- 
tionally successful—if there isn’t mutual 
trust between the company’s management 
and its employes. 

“Industrial engineering is a science, of 
course,” he said, “but the practical applica- 
tion of the science is an art, because it 
depends on the willingness of people to 
make it work. The finest incentive system 
in the world can result in miserable pro- 
duction if that willingness is missing. We 
can’t set a stop watch on sullen distrust.” 

Where there is mutual trust between la- 
bor and management, Mr. Wheeler said, 
an incentive system must still be given con- 
stant attention by every level of manage- 
ment concerhed if it is to work the way it 
was intended. “It needs to be constantly 
explained to employes, and their co-oper- 
ation and faith need to be constantly en- 
listed.” 

Mr. Wheeler said one of the classic 
problems in establishing any incentive sys- 
tem is to convince employes that rates will 
never be tightened in order to reduce earn- 
ings or to get more work for the same earn- 
ings. 

“Many managements try to meet this by 
flatly pledging never to cut a rate, once set, 
unless the method is changed,” he de- 
clared. “I think this is a fundamental mis- 
take. It’s a pledge which can’t honestly be 
made unless it can be assumed that all rates 
can and will be set perfectly to begin with. 

“It's far better, I think, to face this im- 
perfection honestly with employes at the 
start. We tell our employes at Pitney- 
Bowes that we will never cut a rate just be- 
cause the operator is making too much 
money. We say wherever and whenever we 
discover a mistake we will correct it. We 
say we will be as quick to loosen an obvi- 
ously tight rate as we are to tighten an ob- 
viously loose one. 

“We feel that we have the faith of our 
employes because we have been honest 
with them. And there's nothing you would 
call a ‘holdback’—which is the death rat- 
tle of any really effective incentive system.” 


Alcoholism Is Not 
Serious Plant Problem 


Chronic alcoholism is not considered a 
serious problem by manufacturing compa- 
nies, and less than one-half of 1 per cent 
of their employes are chronic alcoholics, ac- 
cording to a survey made by Opinion Re- 
search Corp., of Princeton, N. J. 

The survey, made at the request of Li- 
censed Beverage Industries, Inc., was re- 
leased in connection with the annual meet- 
ing, in Cincinnati in April, of a group of 
industrial physicians from throughout the 
country. It represented a poll of medical 
directors, industrial relations and person- 
nel directors in American industry. 
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Finance Companies Role Analyzed in Study 


Specialized finance companies, little 
known in the booming '20’s, have so ex- 
panded in recent years that the 100 larg- 
est today have aggregate capital funds of 
$1.3 billion. The five leading specialized 
finance companies have capital funds ap- 
proximately ten times those of the nation’s 
five largest investment banking firms. Cap- 
ital funds of specialized finance companies 
have increased approximately 614 times 
compared to increased bank capital of un- 
der four times since 1927. 

The figures, demonstrating the ‘‘com- 
ing of age” in the past 21 years of this 
specialized branch of banking, were re- 
ported in a survey developed by Theodore 
H. Silbert, president of Standards Factors 
Corporation—the first comparative analy- 
sis ever published in the field. The report, 
covering the growth of specialized finance 
companies during depression and war, 
lists for the first time the 100 largest firms 
in the business, and establishes their im- 
portance in the financing picture as com- 
pared with bank, investment houses and 
underwriters. 

Mr. Silbert pointed out that the Na- 
tion's entire system of 15,000 banks com- 


mands $11.5 billion in capital, or about 
eight times that of the 100 major financing 
companies. The five largest of these have 
over $800 million, compared with the 400 
underwriters whose capital aggregates only 
$535 million. 

A key to the rapid growth and accept- 
ance of specialized financing lies in the 
fact that these companies are not competi- 
tors of the banks, he said, but the service 
agencies through which the banks can 
reach the small businessman. Approxi- 
mately 17% of all bank loans during 1950 
went to the specialized finance companies. 

The growth of these companies received 
its first major impetus with the mass pur- 
chase of automobiles, and the greater por- 
tion of volume financed and factored still 
represents purchase of automobile paper. 
In 1922 there were only 125 specialized fi- 
nance companies in the country. Five years 
later a Dun & Bradstreet estimate placed 
the figure at 700. By 1939 the number was 
approximately 1100, and today there are 
4500 active companies in automobile and 
installment, consumer credit, personal 
loans, open accounts receivable and factor- 


ing. 


Directors Warned of Bank Defalcation Rise 


The responsibility of directors in both 
commercial and savings banks for defalca- 
tions perpetrated by employes was the 
topic of an address recently at the Banking 
Law Section of the N. Y. State Bar As- 
sociation annual meeting by Donald H. 
Aiken, New York Deputy Superintendent 
of Banks and Counsel. 

He added that misappropriations of 
funds had risen sharply in 1951, compared 
with preceding years and that it was time 
that those banks which had no adequate 
control and audit systems do something 
about it. 

In the final analysis, personal liability 
of directors can become a fait accompli in 
case of bank closings or bankruptcy, he 
pointed out. 


“The law is clear,’’ he said that the di- 
rectors may be liable “if their answers to 
such problems do not square with the con- 
cept of due care based on all the facts and 
circumstances.” 

Indeed, Mr. Aiken added, any bank 
which suffers a defalcation is on notice 
“that systems must be re-assessed to ascer- 
tain whether there was failure in prompt 
detection.” 

Another speaker, Rithard H. Levet, of 
White Plains, discussed forgery in savings 
banks withdrawals and he stressed on the 
basis of various court decisions that the de- 
positor must exercise care in protecting 
his own right and that savers have lost on 
numerous occasions by not having exer- 
cised prudence, but having been negligent. 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the following month's 
issue. For instance, if you desire the address changed for 
your November issue, we should be notified of your new ad- 


dress before October 1. 


Be sure to include your postal 


zone as well as your old and new address. 
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@ A check of the prop- 
erty accounts against the 
property itself frequently 
reveals substantial un- 
recorded deductions. 


Such unexplained short- 
ages may be prevented 
through Continuous 
American Appraisal Ser- 
vice which keeps the 
property record in line 
with the property facts. 
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Internal Revenue Reorganization Underway 


A sweeping reorganization of the 
Washington Heaquarters of the Internal 
Revenue Service became effective on Au- 
gust 11, 1952. Two major field installa- 
tions have already been made under the 
Reorganization Plan in districts compris- 
ing the State of Illinois and New York 
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City, and other installations will shortly procedures by the first of December. 
be announced, Commissioner John B. The principal change in the Washing- 
Dunlap said. Present plans call for the ton headquarters organization is the re- 
establishment of the remaining district alignment of offices on a functional rather 
offices, and the replacement of all appoin- than a tax basis. Under the new plan of 
tive Collectors by Directors of Internal fganization there will be three Assistant 
Revenue selected through Civil Service Co™mmuissioners, each of whom will have 
é responsibility on behalf of the Commis- 
sioner for one of the three major functions 
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technical tax work, the management of 
field operations, and the direction of in- 
spection activities. 

The Assistant Commissioner (Opera- 
tions) wiJl have direct line control over 
all field offices except those of the Chief 
Counsel and the Inspection Service. 

The Assistant Commissioner (Techni- 
cal) will supervise three major divisions— 
Technical Planning, Technical Rulings, 
and Special Technical Services. 
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The third Assistant Commissioner will 
be in charge of the Inspection Service, 
which will operate independently of the 
rest of the Bureau. 

The Chief Counsel of the Bureau will 
continue to be the principal legal advisor 
to the Commissioner. 

The Bureau's employe training pro- 
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FIELO OFFICE 
APPELLATE DIVISION 


ALCOMOL AND 
TOBACCO TAX 
OIVvision 


gram, which heretofore has been devoted 
in its entirety to the understanding and 
application of Federal Tax laws, is being 
expanded and intensified as a part of the 
reorganization. Harold P. Zelko of the fac- 
ulty of Pennsylvania State College, who 
has had wide experience in the field of 
training, will head the Training Division. 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


BERNHART HAUGEN (#905-1937), vice 
president and treasurer of the Oliver Cor- 
poration since 
1944, was re- 
cently elected a 
director of the 
company. Mr. 
Haugen joined 
Oliver as assist- 
ant controller in 
1929, after five 
years of service 
with Ernst and 
Ernst, became 
controller of the 
corporation in 
1931, and was named controller and treas- 





MR. HAUGEN 


urer in 1941. 


WitBert H. ROHLFF (#2994-1944) 
has been named president of Wilson 
Brothers, Chicago. Mr. Rohlff had been 
vice president, secretary-treasurer and a 
director of Enro Shirt Co., Inc., Louisville, 
Kentucky, a wholly owned Wilson 
Brothers subsidiary. He replaces Morris 
K. WILSON, who is retiring. 

Mr. Rohlff has been with Wilson 
Brothers and its subsidiaries since 1931. 


GEORGE E. TOERGE (#1652-1940), for- 
merly auditor, Blaw-Knox Company, Pitts- 
burgh, Pa., is now controller, Standard 
Steel Corporation, Los Angeles, Calif. 


CHARLES H. BuRNs (#3988-1947) has 
joined Fulton Bag & Cotton Mills, At- 
lanta, Georgia, as controller. Mr. Burns 
previously was on the staff of Price, 
Waterhouse & Co., New York. Before 
that, he was treasurer of Trailmobile Co., 
Cincinnati. 


MiLo H. SEGNER (#4854-1950), con- 
troller, The Bon Marche, Seattle, has been 
made vice president and controller of the 
company. Mr. Segner will continue as vice 
president, treasurer and director of the 
Northgate Co., operator of the Northgate 
Shopping City. 
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Rosert E. Lewis (#2522-1943), presi- 
dent of Argus Cameras, Inc., Detroit, 
Mich., was recently elected president of 
the National Association of Photographic 
Manufacturers, Inc. 


SAMUEL L. HYMAN (#3558-1946), 
comptroller, Tradesmens National Bank & 
Trust Co., Philadelphia, was recently 
elected vice president and comptroller. Mr. 
Hyman is a former president of the Phila- 
delphia Chapter of the National Associa- 
tion of Bank Auditors and Comptrollers 
and is presently serving as a director of the 
Philadelphia Control of Controllers Insti- 
tute. 


CHARLES O. BOWER (#5022-1951), 
formerly controller, Confections, Inc., 
Chicago, Illinois, is now controller of 
Brink's, Inc., Chicago. 


WILLIAM J. SLOAN (#4289-1948) was 
recently elected secretary and treasurer of 
Texas Fund, Inc., Houston, Texas. Mr. 
Sloan was formerly associated with Fahne- 
stock & Co., New York. 


HENRY C. EGERTON (#4713-1949), 
formerly treasurer of U.S. Rubber Re- 
claiming Co., 
Inc., of Buffalo, 
N. Y., has been 
appointed treas- 
urer of Bull Dog 
Electric Products 
Company, De- 
troit. 

Mr. Egerton 
was formerly ac- 
counting man- 
ager for Wyan- 
dotte Chemicals 
Corporation and ‘ 
for many years a member of the staff of 
Ernst & Ernst, certified public accountants. 
He attended Syracuse University and was 
engaged in renegotiation and procurement 
activities as a captain in the Quartermaster 
Corps during World War II. 


MR. EGERTON 
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JOHN A. CLARK, JR. (#4163-1948), 
has joined Warner and Swasey, Cleveland, 


Ohio, as control- 


ler. Mr. Clark 
Dita ml, 
:% J 


previously served 

with Tinnerman 

Products, Inc., 

Cleveland, as 

controller. Pre- 4 
vious to that he 
was secretary- 
treasurer and 
controller of 
Stacey Bros. Gas 
Construction 
Co., of Cincin- 
nati, Ohio, a subsidiary of Dresser Indus- 
tries, Inc. Mr. Clark is a C.P.A. (Ohio) 
and a member of the American Institute of 
Accountants. 












MR. CLARK 


PAUL E. SHROADS (#1409-1939), vice 
president of National Steel Corporation, 
Pittsburgh, has been named to the addi- 
tional post of treasurer, succeeding the late 
F. M. Hesse (#892-1937). CHARLES G, 
TourNay has been named comptroller 
and assistant treasurer and he has been 
succeeded as treasurer of Weirton Steel 
Company by FLoyp T. BOWEN, now as- 
sistant treasurer there. 


EpwarD C. HUNT (#2330-1942), sec- 
retary of West Point Manufacturing Com- 
pany, Boston, 
Massachusetts, 
has accepted the 
position of con- 
troller, effective 
September 2, of 
the Hanover 
Bank, New 
York. Mr. Hunt 
has been serving 
as president of 
the Boston Con- 
trol of Control- 
lers Institute, as 
well as being a member of the Institute's 
National Committee on Management 
Planning and Control. 





MR. HUNT 


Harvey O. EDSON (#4273-1948), for- 
merly assistant treasurer, Kellogg Switch- 
board and Supply Company, Chicago, IIli- 
nois, has joined the Illinois Tool Works, 
Chicago, as controller. 


BEN F. EvaANs, JR. (#2478-1943) is 
now controller, Meletron Corporation, Los 
Angeles, Calif. Mr. Evans was formerly 
associated with Industrial Synthetics Cor- 
poration, Garwood, N. J. 


G. H. HAGLE (#4716-1949) was re- 
cently named controller of the Continental 
Oil Company, Houston, Texas. 


GEORGE N. DECKER (#5379-1951), 
comptroller, Kellogg Division, American 
Brake Shoe Company, Rochester, N. Y., 
was recently appointed vice president. 








W. BERNARD THULIN (#5347-1946) 
has been appointed comptroller of the 
Chesapeake & Potomac Telephone Com- 
pany of Virginia, Richmond, Va. Mr. 
Thulin formerly held the post of auditor. 
Mr. Thulin ts currently the secretary of the 
Richmond Control of Controllers Insti- 
tute. 


Haro_p E. NELSON (#1555-1938), 
formerly treasurer and controller, General 
Timber Service, Inc., St. Paul, Minn., is 
now treasurer of the Weyerhaeuser Tim- 
ber Company, Tacoma, Washington. 


BENJAMIN C. CARTER (#2517-1943), 
controller, Food Machinery Corp., San 
Jose, Calif., was recently elected executive 
vice president in charge of the machinery 
divisions. J. M. Pope was elected con- 
troller and J. N. KirKwoop was named 
assistant controller. 


CHARLES H. BROOK (#2484-1943), 
comptroller of the Goodyear Tire & Rub- 
ber Company, is 
resigning for 
reasons of health 
and will be suc- 
ceeded by HARRY 
W. HILLMAN, 
assistant treas- 
urer. Mr. Brook 
will spend next 
winter in Flor- 
ida and he will 
be available un- 

der the retire 
ment arrange- 

ment for consultation with the company. 
Mr. Brook, born in England, passed the 
examinations of the Institute of Chartered 
Accountants with honors and became a 
chartered accountant. He came to the 
United States in 1912 and became associ- 
ated with Price, Waterhouse & Company. 
Later he became a certified public account- 
ant of Wisconsin. Subsequently he was 
associated with the Schlesinger interests in 
Milwaukee, Wis., which included the Mil- 
waukee Coke and Gas Co., the Steel and 
Tube Co. of America, and the Newport 
Mining Co. He joined Goodyear in 1921. 
Mr. Hillman joined Goodyear in Sep- 
tember 1934. After graduation from the 
University of 
Akron, in 1915, 
he was, for two 
years, manager 
of the Akron of- 
fice of Otis & 
Co., brokerage 
firm, and then 
followed a year 
in the army’s 
chemical warfare 
section. Postwar, 
from 1919 to 
1924, he con- 
ducted his own brokerage firm in Akron, 
after which he went with Otis & Co., in its 
Akron office for two years, moving to that 
firm’s Cleveland office in charge of its buy- 


MR. BROOK 


MR. HILLMAN 


Vancouver Group Granted Control Charter 


The inaugural meeting of the Vancou- 
ver Control of Controllers Institute was 
held in the Terminal City Club on July 22, 
1952 and was attended by charter mem- 
bers and prospective member guests. 

Following a cocktail hour and dinner, 
Charles Z. Meyer, national president of 
the Institute and vice president and comp- 
troller, First National Bank of Chicago, 
formally presented the charter to Alex- 
ander Campbell, newly elected president 
of the Vancouver Control (right). 

Mr. Meyer then spoke to the group, 
choosing as his subject ‘"The Problem of 
Communication.”” A short resume of Mr. 
Meyer's observations was recorded and 
broadcast over Vancouver's radio station 
CKWX on the same evening. 

Short reports were made with respect to 
membership and contemplated programs 
for the Fall meetings as well as a report 
from the secretary-treasurer. 

Among the guests were Professor E. D. 
McPhee, Department of Commerce of the 
University of British Columbia; J. S. 
Reeves, director of Income Tax in Van- 
couver; Russell Earley, president 1952- 
1953 of the Seattle Control; and Clayton 
Rogers, Seattle Control. 

Othicers and Directors of the Vancouver 
control 1952-1953 (left to right in the pic- 
ture below) include: J. LORN MCLEAN, 
chairman of the Advisory Committee (vice 
president and treasurer, British Columbia 


Electric € ompany Ltd.) ; G. W. S. Monrt- 
GOMERY, chairman of the Membership and 
Admissions Committee (auditor, British 
Columbia Telephone Company) ; ALEX- 
ANDER CAMPBELL, president (comptrol- 
ler-treasurer, Western Canada Breweries 
Limited); THOMAS CHAMBERS, vice 
president (comptroller, British Columbia 
Electric Company Ltd.); THOoMas A. 
FRASER, chairman of the Taxation Com- 
(treasurer, Canadian Western 

Lumber Company Ltd.); Robert A 
FRAMPTON, secretary-treasurer (assistant 
comptroller, Evans, Coleman & Gilley 
Brothers Ltd.) ; and THOMAS K. MILNE 
(not present when photo was taken), 
»f the Research and Educational 
(comptroller, The Canadian 


AaiwVvwman 


Committee 


Fishing Company Ltd.). 


CONTROLLERS 
INSTITUTE 


OF AMERICA 


ing department until 1934, when he op- 
erated his own company in Cleveland, 
placing underwritings. During World 
War II he served as vice president in 
charge of operations and treasurer of the 
subsidiary company, the Goodyear Engi- 
neering Corp., operating the Hoosier Ord- 
nance Plant at Charlestown, Ind. Cur- 
rently, he continues to hold these offices in 
that corporation. 


Litoyp C. Swortwoop has been ap- 
pointed vice president-finance of the 
Schaible Company, Cincinnati, Ohio. 
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HuGH B. DOWNING (#5296-1951), 
formerly secretary-treasurer, Iverson Sup- 
ply Co., Tulsa, Okla., is now secretary- 
treasurer, Johnn Drilling Company, Fort 
Worth, Texas. 


FRANK L. KING, president of California 
Bank, Los Angeles, Calif., was recently 
elected a member of the Board of Direc- 
tors of Barker Brothers Corporation. Mr. 
King, former member #272 of Controllers 
Institute from 1933-1950, served as a Na- 
tional Director, 1939-1942, and as presi 
dent of the Chicago Control, 1942-1943 
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NATIONAL GYPSUM COMPANY | 


IS ONE OF HUNDREDS OF 
WELL KNOWN COMPANIES 


Who Prepare Offset Paper Masters 
for Office Offset Duplicators 


by XEROGRAPHY 


National Gypsum Company, Buffalo, 
N. Y., is continually alert to new and 
better methods for reproducing copies 
of office forms, laboratory tests, gov- 
ernment reports, sales engineering 
drawings, production specifications, 
etc., to lower costs and save time. The 
dry, electrical, direct positive xerog- 
raphy process using XeroX copying 
equipment was selected because it 
fulfilled these requirements. 

Save money! Offset metal plates 
cost National Gypsum Company an 
average of $3.10 each; an offset pa- 
per master made by xerography costs 
19c! A saving of $2.91 per job in 
material costs alone. During the first 
ten months of operation, $2,467 was 
saved. 

Save time! An offset paper master 
plate can be made by xerography by 
an office girl in less than 3 minutes. 
Get the facts about the amazing xerog- 


raphy process. 





Photo shows operator preparing paper 
* master with XeroX copying equipment. 





2 Paper master is placed on offset process 
“duplicator and multiple copies run off. 


Write for case histories showing 


how all types of business are sav- 
ing time and money with xerography. 


mt, THE HALOID COMPANY 
# «=: 52-168 HALOID ST., 
ROCHESTER 3, N. Y. 


Bronch offices in principal cities 
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Harry R. LANGE (#2455-1943), vice 
president and treasurer of Cutter Labora- 
tories, Berkeley, 
Calif., was re- 
cently elected to 
the Board of Di- 
rectors of the 
company. Mr. 
Lange was also 
recently elected 
president of the 
San Francisco 
Control of Con- 
trollers Institute 
of America. 

Previous to 
joining Cutter, Mr. Lange was associated 
with the Studebaker Corporation of 
America in South Bend, Ind., and served 
with that firm and its subsidiary, Pierce- 
Arrow Motor Car Company, in Chicago 
until 1935 when he joined Wilson Sport- 
ing Goods Company as general auditor. In 
1942, Mr. Lange was appointed controller 
of Ordnance Steel Foundry Company, 
Muskegon, Michigan. He also held the 
position of assistant secretary-treasurer 
when he left that firm in 1945 to accept 
the appointment as controller of Cutter 
Laboratories. 


Barry Evans 





MR. LANGE 


CLARE L. THOMAS (#4113-1947), for- 
merly comptroller, Sudden & Christenson, 
Inc., San Francisco, Calif., is now treasurer 
of the Waterman Corporation of Cali- 
fornia, a subsidiary of Waterman Steam- 
ship Corp. 


HAMILTON SHEA (#2343-1942), con- 
troller of Owned & Operated Stations 
Div., National Broadcasting Company, 
New York, recently became general man- 
ager of Stations WTAM & WNBK (Na- 
tional Broadcasting Co.), Cleveland. 


J. L. BATCHLER (#920-1937), vice 
president and secretary, Kansas City Life 
Insurance Com- 
pany, was re- 
cently elected to 
the directorate of 
the Plaza Bank 
of Commerce of 
Kansas City. Mr. 
Batchler is also 
a member of the 
board of direc- 
tors of Kansas 
City Life and a 
member of its 
executive com- 
mittee. He is the author of numerous mag- 
azine articles and papers on subjects relat- 
ing to the field of insurance. His latest 
work, ‘‘Punch Card Accounting in a Life 
Insurance Company” is being published 
this fall. 

Mr. Batchler has just completed a year 
as president of the Life Office Manage- 
ment Association. He is a former president 
of the Insurance Accounting and Statistical 





MR. BATCHLER 


Association, a former national director of 
Controllers Institute of America and a past 
president of the Kansas City Control, as 
well as a charter member and past presi- 
dent of the Kansas City chapter, National 
Office Management Association. 


Dick RODDEWIG (#1868-1941) is now 
vice president and treasurer of Air Com- 
fort Corporation, Chicago. Mr. Roddewig 
was formerly secretary and controller, 
Truax Traer Coal Co., Chicago, III. 


REXFORD E. BRUNO, a veteran of 12 
years in the financial administration of 
United Air 
Lines, Chicago, 
Ill., has been 
elected comp- 
troller of the 
company by the 
Board of Direc- 


tors. 
Effective Au- 
gust 1, Me. 


Bruno succeeded 
CARROLL H. 
BLANCHAR MR. BRUNO 
(#3803-1946), 

who resigned to join the Roddis Plywood 
Company, Marshfield, Wis. 





W. A. McCULLOUR (#4703-1949), as- 
sistant controller, General Telephone 
Corp., New York, recently joined Michi- 
gan Associated Telephone Company, 
Muskegon, Mich., as auditor. 


MERRILL J. FERREE (#3365-1945 ), for- 
merly controller, Pacific Vegetable Oil 
Corp., San Francisco, Calif., is now asso- 
ciated with California Eastern Airways, 
Inc., Oakland, California, holding the title 
of controller—Oakland Division. 


EUGENE F. BAXTER (#4700-1949) re- 
cently joined the Reserve Insurance Com- 
pany, Omaha, Neb., as controller. Mr. 
Baxter was formerly vice president and 
controller of Secured Casualty Insurance 
Company, Indianapolis, Ind. 





Obituary 





Frank M. Hesse, 57 year old steel ex- 
ecutive, died in Pittsburgh on July 10, 
1952. He was vice president and treasurer 
of the National Steel Corporation. 

A steelman for 40 years, Mr. Hesse had 
been both an employe and an executive 
with National Steel and the Weirton Steel 
Co. He also was a director of the Peoples 
Bank of Weirton and the Bank of Weir- 
ton. 

Mr. Hesse was a member of the Ameri- 
can Iron and Steel Institute and held mem- 
bership certificate #892-1937 in Control- 
lers Institute. 
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Ten Rules for Selecting 


a Public Accountant 


Ten rules which a company should fol- 
low when selecting a public accounting 
firm to audit its records have been formu- 
lated by the American Institute of Man- 
agement, New York, based on a study of 
the practices followed by the 298 con- 
cerns in the United States and Canada 
which it deems to be “excellently man- 
aged.” According to recommendations cur- 
rently being distributed to A.I.M. fellows 
and members, the following points should 
govern the selection: 


1. The auditor should have an estab- 
lished reputation and should be re- 
garded highly in the community. 

. By virtue of branch offices located 
near the plant areas of the client 
concern, the accountant—either as 
an individual or as an accounting 
firm—should be equipped to han- 
dle the client's work economically 
and efficiently. 

. The auditor should have demon- 
strated personal integrity and high 
professional standing, adhering to 
the spirit and letter of the account- 
ant’s Code of Ethics. 

. Consideration should be given to 
the prospective auditor's “construc- 


tive contribution to the accounting 
profession.’ 

His participation in 
should be attuned to the public in- 


civic affairs 


terest. 

. Consultations with the credit de- 
partment of the client's own bank, 
and with the company’s lawyer and 
investment banker should precede 
final appointment. 

He should be abreast of current de- 
velopments. 

Inquiry should be made to deter- 
mine whether a prospective auditor 
is employed by other companies in 
the industry or by a government 
agency where similar problems are 
involved. 

In the case of some companies in 
particular industries, such as oil, 
steel, utilities, hotels, department 
stores, etc., it may be advisable to 
seek out an auditor who specializes 
in that field. 

Publicly owned companies should 
select auditors by, or with the ap- 
proval of, the outside members of 
the Board of Directors. 


Conversely, the report points out, the 
auditor should apply certain standards be- 


fore accepting a new client, such as de- 
termining that the company’s executives 
are men of good repute; that the firm has 
recognized financial stability and credit, 
and that his professional status will be re 
spected. He should also examine his own 
capacity, personnelwise, to handle the as- 
signment, and should have a definite un- 
derstanding regarding payment for his 
services. 

Although 75 per cent of the client com- 
panies examined in the survey have their 
auditing done by eight accounting firms, 
and although the 3,000 corporations regis- 
tered with the Security and Exchange Com- 
mission report an aggregate of only 400 
independent public accountants, size per se 
is not an exclusive index to technical com- 
petence and professional integrity, the In- 
stitute Maintains. 

“In the final analysis,” the report de- 
clares, “personal independence, demon- 
strated integrity and high professional 
standards are the core and kernel of the 
public accountant, be he a member of a 
large or small auditing firm. 

“The relationship between auditor and 
client requires continuing mutual confi- 
dence. The accountant has much of value 
to offer management as well as to stock- 
holders, creditors and others who rely on 
his certificate, provided management can 
act on his advice with confidence. Con- 
currently, the accountant can carry out his 
functions with greater assurance and effec- 
tiveness if he has full confidence in his 
client.” 
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TABULATING 


ESTABLISHED 


CALCULATING - 


Did you know « « » that 22 per cent of our customers 


send work to us through the mails, and that assignments 


have come to us from as far as 2100 miles away? 


STATISTICAL 
TABULATING COMPANY 


NOTARO, 


1933 MICHAEL R 


53 West Jackson Boulevard, Chicago 4, Illinois * HArrison 7 
89 Broad Street, New York 4, New York * WHitehall 3-8383 
National Newark Building, Newark 2, New Jersey * MArket 3-7636 
411 North Tenth Street, St. Louis 1, Missouri * CHestnut 5284 


TYPING 


TEMPORARY OFFICE PERSONNEL 


President 


7-2700 
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WHEN DAY IS DONE 
IN WASHINGTON 


Business executives visiting Wash- 
ington stay at the Wardman Park. 
Here, facilities are carefully planned 
to provide complete relaxation after 
your busy day is done. At your im- 
mediate service is everything you 
need, from barber shop to post of- 
fice, and the atmosphere on the 
edge of beautiful Rock Creek Park 
is truly restful. Try it! 


Wardnan Tih 


HOTEL 
CONNECTICUT AVENUE 
at WOODLEY ROAD, N.W. 
WASHINGTON 48, D. C. 
Frank E. Weakly, 
president 





ANNOUNCING: 
The Golden Anniversary Issue of 
FINANCIAL WORLD 


America's Pioneer Investment Weekly 
TO BE PUBLISHED 
OCTOBER 1, 1952 
Contents Will Include: 

Feature Articles by 
DR. GEORGE KEITH FUNSTON 
President, New York Stock Exchange 
AND 
EDWARD T. McCORMICK 
President, New York Curb Exchange 
Discussions of 
Free Enterprise vs. Regimented Economy 
Progress and Prospects for Leading Industries 
History of Security Regulation 
Record of Investment Banking 
Canada—The New Industrial Frontier 
PLUS 
Important Tabulations and Charts 


Advertising Forms Close Sept. 19th 
Folder and Rate Card on Request 


FINANCIAL WORLD 


86 Trinity Place - New York 6 


Business Should Take Pride in Profits 
Meyer Tells Vancouver Control 


Management should talk more about the 
virtue of profits, rather than act as if they 
were something to be concealed, according 
to Charles Z. Meyer, president of Control- 
lers Institute, who is vice president and 

omptroller of the First National Bank 
of Chicago. 

Addressing the members of the Van- 

ouver Control at the latter's charter pres- 
catation meeting, held July 22 in Van- 
ouver, B.C., Canada, the speaker said that 
very management of a profitable enter- 
orise might well tell its employes, from 
night watchman to president: 

“You are fortunate to be working for a 

ompany that makes proSts. Profits last 
vear mean that you have a job this year. 
Even in good times, many corporations 
lose money, and some of them go out of 
business. Many more have to lay off em- 
ployes. If your company has made profits 
over a period of years, that is even better 
insurance on your job.” 

One of the controller's responsibilities, 
Mr. Meyer observed, is to sce that the story 
of business is presented in a way that it il- 
lustrates economic fundamentals and 
shows some of the problems of manage- 
ment 

“One of these problems confronting 
controllers,” the Institute _ president 
pointed out, “concerns how to build a 
bridge between our technical findings and 
the minds of those management executives 
who must use the information. Accounting 
departments in some companies convert 


almost all basic significant operating data 
into graphic form, so that busy top execu- 
tives can grasp the results in the quickest 
possible time. In other organizations, the 
presentation of accounting data involves 
eliminating the nonsignificant material or 
the use of devices to highlight the signifi- 
cant items in large arrays of figures. 

“Critical examination has helped many 
a large corporation to simplify their re- 
ports and cut down their volume. Often 
reports fail to communicate efficiently be- 
cause they lack enough figures or contain 
too many, or because they fail to empha- 
size the matters which require immediate 
attention. Many an organization has found 
it worth while to rearrange accounting 
routines and eliminate extraneous items 
from the reports relayed to various levels 
of management.” 

Remarking that a survey by the Insti- 
tute’s National Education Committee had 
revealed a general inability to communi- 
cate on the part of new employes coming 
from collegiate schools of business, the 
speaker called for renewed efforts on the 
part of such institutions to help their stu- 
dents express themselves more clearly. 

“It is the continuous and important task 
of every person handling papers or record- 
ing facts and figures to be sure that they 
communicate,” Mr. Meyer concluded. “'It 
is not enough to be sure that our commu- 
nication can be understood. We must try 
to make certain that it cannot be misunder- 
stood.” 
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YOUR CALENDAR 





CONTROLLERS 


INSTITUTE 


21st ANNUAL MEETING 


Sheraton-Cadillac & Statler 


DETROIT 


OTHER ORGANIZATIONS 


AMERICAN ACCOUNTING ASSOCIATION 
NATIONAL TAX ASSOCIATION 
LIFE OFFICE MANAGEMENT ASSOCIATION 


AMERICAN INSTITUTE OF ACCOUNTANTS 


MINNEAPOLIS 
TORONTO 
CINCINNATI 
HOUSTON 


65th Annual Meeting 
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Put every finger to work with... 


THE GREATEST ADVANCE 
SINCE TOUCH TYPING! 


The whole hand adds faster 
than one finger 


That’s the basic reason your operators .. . all 
operators... need Rhythm-add*, the new adding 
technique developed by Monroe. Rhythm-add 
trains them to work at full capacity ... use the 
whole hand! And in so doing, add faster, more 
accurately, more productively than ever before! 


Proved in 250 
Leading Companies! 


Rhythm-add already has proved itself 

the greatest advance in office skill since 

touch typing! Tested in 250 leading 

American companies, Rhythm-add- : zr 5 
, a : NEW! 

trained operators upped their adding —— 

fe | ; 160%. M ; “Touch and Go" Rhythm-add 

Speces: Sy ae: ean a yy [Os Sean — Camera shows the smoothness, 

totaled over 100 items a minute, nearly speed and rhythm achieved when 

: the whole hand works at full 

2 a second! And remember, these were > 4 capacity | 

not hand-picked experts but office 

workers who had had no special train- 

ing before Rhythm-add! Yours can 


show the same startling improvement! 


Put Rhythm-add to work “Punch and Plod” Operation 


Time and effort-wasting one finger 


at no cost to you! action is jerky, slow .. . tires 


operators, causes needless errors. 





Increase your figure production, slash 
overhead, reduce errors, make your 
operators more relaxed and efficient. 
Put this amazing new technique to work 


Monroe 410 Adding Machine, 


for you. To learn how, send for the book- 
. one of more than 50 models 


let “All Hands Take to Rhythm-add.” 
The coupon is for your convenience. 


aaa Race Monroe Calculating Machine Company 
Publications Dept., Orange. N. J. 


Please mail free booklet on Monroe Rhythm-add 


MONROE - 


CALCULATING, ADDING & ACCOUNTING MACHINES Company 


MONROE CALCULATING MACHINE COMPANY 
General Offices, Orange, N. J, Street 
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Need Stressed for Close Collaboration between 


Controllers and Industrial Relations Directors 


The need for closer collaboration be- 
tween industrial relations directors and 
corporate controllers was recognized in 
the development of a program of lec- 
tures during recent months, under the 
sponsorship of the Personnel Manage- 
ment Association and Cornell Univer- 
sity, on the subject of “Business Econom- 


ics for the Personnel Director.” Henry 
L. Maggiolo, of Combustion Engineer- 
ing-Superheater, Inc., New York, was 
chairman of the program series and de- 
livered the first address on ‘Facts and 
Fallacies in the Public Interpretation of 
Financial Statements—Definitions and 
Use of Ratios.”’ 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction. thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded. 





HELP WANTED 





TAX MAN 
Public Accounting Firm needs qualified man 
to head tax department. Must be C.P.A. Pre- 
fer C.P.A.-Attorney. Should have had 8-10 
years experience in federal taxes and some 
years of major responsibility for all phases 
state and federal income tax practice. Chicago 
firm with staff under 100 persons. Prefer man 
34-38 years of age who can qualify as a prin- 
cipal within short period. All replies held in 


strict confidence. Box 2013 


CONTROLLER 
National merchandising organization (head- 
quarters in Middle West) offers an outstand- 
ing position to a highly qualified controller 
The company’s comprehensive expansion pro- 
gram, which has increased annual sales vol 
ume $100,000,000 since 1945, assures splendid 
opportunity 
We want a man with experience as head of 
control functions in an organization with a 
branch accounting system 
The qualifications we seek are 
Age, 40 to 55 years 
Broad experience in all phases of con- 
trollership, including accounting, audit, budg- 
etary control, cost analysis and procedures 
Direct and c 
»50 employes 
A leader 


capacity 


ordinate departments with 
who has demonstrated his ad 


ministrative as well as his ability to 


sell the tools of control 


work with peo- 
top management 


ence 


. Can inspire conh 
ple, and function on the 


team 
financial vice president of 


Will 
j 


company with excellent record of growth and 


report to 
profits. Will enjoy such employe benefits as 
retirement income, 
discount and 


group in 
excep 


profit sharing 
surance, merchandise 
tional working conditions 

Starting salary commensurate with ability 
Reply giving full details re 


and per 


and experience 
garding age experience 


education 
sonal history 2015 


Box 2 


452 





SITUATIONS WANTED 





CPA 
32, five years public experience national house, 
one year private. 11/, years in charge account- 
ant, taxes, internal control surveys, cost work 
in large and medium size companies. Seeks pri- 
vate accounting or administrative career oppor- 
tunity. Resumé. Box 2010. 


COMPTROLLER-TREASURER 
C.P.A. (N. Y.) Top level successful corporate 
management large organization multi-othces fit- 
teen years. Outstanding record cost reductions 
and increased efficiency through system instal- 
lations and management controls. Assume full 
responsibility. Effective personnel administra- 
tor. Comprehensive experience reports, taxes, 
budgets and internal control. Age 44. University 
graduate, married, two children. Box 2011 


EXECUTIVE ACCOUNTANT 
Executive assistant in financial division of 
large manufacturing company desires position 
as assistant to controller or chief accountant. 
Fifteen years experience with two large manu 
facturing companies, serving in both line and 
staff positions. Have specialized in general 
accounting, insurance, budgets, pensions, 
credits, and othice management. Also have ex- 
perience in government contract administration 
and bank financing. Age 40, married with two 
children. Presently located in Midwest, but 
will re-locate. Salary open. Box 2012. 


CONTROLLER-TREASURER 
Offer five years controller natural gas produc- 
ing and distribution company and 
manufacturing company; 10 years public ac- 
counting, supervising oil gas utilities and 
manufacturing companies. C.P.A., member 
A.1A., N.A.C.A., Controllers Institute. Pres- 
ently employed. Desire heavy responsibilities 
in administration of finances, budgets, costs 
and accounting. Age 39. Family man. Prefer 
West and Southwest. Box 2014. 
EXECUTIVE ACCOUNTANT (CPA) 

offers proven accomplishment record empha 
sizing costs and management planning at ad 
ministrative level, in public and private indus- 
try. Desires controllership responsibility or 
equivalent in manufacturing 
company requiring a thoroughly competent, 
Age 32. 


aircraft 


medium-size 


aggressive and resourceful executive 
Married. Box 2016 
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Other members of the New York City 
Control of Controllers Institute who 
participated in the lecture series in- 
cluded: 


C. M. Ahearn, assistant controller of 
Colorado Fuel & Iron Corporation, who 
gave two lectures—‘Budgets” and 
“How the Controller Can Assist You 
with Necessary Facts and Figures for 
Collective Bargaining.” 

A. J. Ammon, vice president and 
comptroller of American Book-Strat- 
ford Press, Inc. and a director of the 
New York City Control, lectured on 
“Costs and Cost Systems.” 

J. Karl Fishbach of the City Stores 
Company discussed the “Annual Re- 
port.” 

James E. McMullen of Payson and 
Trask and a vice president of the New 
York City Control, delivered a lecture 
on “Analysis of the Financial State- 
ment.” 

Charles S. Webster, controller of the 
National Biscuit Company and a direc- 
tor of the New York City Control, and 
Stuart W. McLaughlin, comptroller of 
West Virginia Pulp and Paper Company 
and treasurer of the New York City 
Control, greatly assisted in the over-all 
planning and organization of the pro- 
gram. 


Others who participated in the series 
were; 

Dr. Hiram Davis, Wharton School, 
University of Pennsylvania and William 
Langenberg, cost manager of Merck & 
Company, who discussed “Productivity 
Improvement Factors” (an analysis of 
labor and machine efficiency), and Pro- 
fessor James Healy, Graduate School of 
Business Administration, Harvard Uni- 
versity, who lectured on ‘The Steel 
Crisis—its Economic Implications.” 

Dr. Effey Riley and Dr. Ralph Camp- 
bell of Cornell University sponsored the 
series of lectures. 


Are Your Corporate 
Arteries Hardening? 


Treating of corporate ‘hardening of the 
arteries” and other ailments of the complex 
business organism is being increasingly 
entrusted to the methods-and-procedures 
specialist, Wayne C. Marks, controller 
of General Foods Corp., said recently. 
Mr. Marks spoke at the meeting of the 
New York Chapter of the National 
Association of Cost Accountants. 

Just as the medical checkup pays off for 
the individual, so does a periodic review 
of methods and procedures pay off in 
maintaining efficiency in business adminis- 
tration, Mr. Marks said. 
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“T see Miss Hardway’s gentleman friend 
has settled down for another long wait.” 
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There's a big difference 


in business forms, too ! 


It’s the difference in how they work. 
Standard Register continuous forms 
work on modern office machines to give 
you continuous production of accurate 
records. No needless waits for important 
documents. If you've ever had trouble 
feeding and aligning continuous forms— 
check Stancard’s Operational Warranty. 

Any Standard Register form you buy 
(continuous or Zipset) is specifically 
designed to simplify a job—to eliminate 
wasteful form handling; reduce the num- 


ber of forms; improve system procedure. 
You get skilled service in Paperwork 
Simplification from Standard’s Repre- 
sentative. 

Standard Register forms and special- 
ized mechanical equipment are saving 
untold thousands of dollars for 93 of 
the 100 largest firms in U.S.—and 65,000 
others too. 

Phone The Standard Register Com- 
pany in your city. Or write us at 4409 
Campbell St., Dayton 1, Ohio. 


STANDARD REGISTER 
Labor Saving Business Farms and Devices 


ORIGINATORS OF MARGINALLY-PUNCHED CONTINUOUS FORMS 





PAPERWORK SIMPLIFICATION: What 
happens when better business forms 
are scientifically applied. 


“—" 


Maintenance Order System. See 
how an Ohio manufacturer controls 
this function with simple but com- 
plete handwritten records; makes 
Paperwork ‘a major management 
tool for cutting costs."’ Write for 
free Maintenance folder.* 


Utility Billing. Eastern company re- 
places all former customer records 
with two punched cards; bills 570,000 
users monthly employing tabulating 
machines, Kant-Slip continuous forms 
and Standards Rotary Imprinter. Full 
story in PS. 26.* 


Automatic Line Finder, ‘‘vertical 
tabulator’’ for your typewriter or 
bookkeeping machine, speeds rec- 
ord production, by enabling oper- 
ator to type continuously.* 


Zipset forms-with-carbons eliminate 
expensive ‘paper-shuffling Write 
for free folder and sample forms 
applicable to your business.* 

*Write on your business letterhead, 
please, for literature desired. 

THE STANDARD REGISTER COMPANY 
4409 Campbell St., Dayton 1, Ohio 
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The Underwood Sundstrand 
Model “E”’ Accounting Machine 


\aooe 


This machine has a 


MECHANICAL BRAIN a | 


...no wonder it turns out so much work 





in so little time! 





Here’s a mechanical marvel in saving time, 


money, effort. 


An office “genius” that can help solve the “girl-power” 


shortage. 


It’s the all-new ... all-purpose ... “low-cost 
Underwood Sundstrand Model “E” Accounting 


Machine! 


The Model “E” is amazingly flexible. With it, you 
can post a variety of records... and do all kinds of 
miscellaneous adding-figuring work. 


A Mechanical Brain —the control plate that directs 
automatic operations—enables the Underwood 
Sundstrand to speed the work, minimize errors. 


And don’t forget the accurate, fast, touch-operated 
Sundstrand 10-key keyboard. So easy to operate! 


In short, the Underwood Sundstrand Model “E” 

is a marvel! 

But seeing’s believing! Get in touch with your 
Underwood Representative for a demonstration today. 


*Price starts at $1483 plus taxes. 
Subject to change without notice. 


+ 
—Underwood Corporation—— 
Accounting Machines ... Adding Machines.. . 
Typewriters ... Carbon Paper . .. Ribbons 
One Park Avenue, New York 16, N. Y. 


Underwood Limited, Toronto 1, Canada 


UNDERWOOD 


F] 
wh 


Sales and Service Everywhere 














